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Budget  Message 


To  the  Members  of  the  Legislature  of  California: 


The  proposed  budget  is  about  $2  billion  less  than  we  projected  only 
a  year  ago  and  reflects  the  clear  mandate  of  the  voters  for  a  leaner 
government.  The  budget  increase  is  well  below  the  rate  of  inflation  and 
for  the  first  time  since  World  War  II  requires  an  actual  decrease  in  the 
number  of  state  employees. 

The  budget  total  falls  substantially  below  all  proposed  constitutional 
spending  limits,  including  the  Gann  Initiative.  At  the  same  time,  it  keeps 
faith  with  the  vision  and  conscience  of  California.  It  builds  for  the  future 
with  new  or  expanded  efforts  in  the  arts,  affirmative  action,  protection 
of  children,  urban  parks,  apprenticeship  training,  enforcement  of  labor 
laws  to  protect  the  working  poor,  and  housing. 

This  budget  also  contemplates  a  tax  reduction  of  at  least  $  1  billion, 
which  will  be  justified  if  continuing  inflation  drives  state  taxes  to  expect- 
ed levels.  Such  excess  taxes  must  be  recaptured  by  the  people  because 
they  have  been  extracted  by  inflation,  not  real  economic  growth. 
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Schedule  1 
GENERAL  BUDGET  SUMMARY 

Selected 
Reference  Budget  Bond 

to  General  Special  Expenditure  Fund 

1977-78  Schedule  Fund  Fund  Totals  Expenditures 

Pnor  year  resources  available  (General  Fund) 4  $1,877,523,799  $851,558,764 

Revenue  and  transfers 2  13,694,980,289  2,266,883,404 

Expenditures 3  11,685,643,451 f  2,161,114,521              $13,846,757,972             $156,551,003 

Reserves 4  200,751,727  217,351,802 

BALANCE  AVAILABLE 4  $3,686,108,910  $739,975,845 

Federal  Revenue  Sharing  Fund— cash a 4  283,745,972 

TOTAL  AVAILABLE $3,969,854,882 

1978-79 

Pnor  year  resources  available  (General  Fund) 4  $3,886,860,637                 $957,327,647 

Revenue  and  transfers 2  14,998,494,487                2,421,451,123 

Expenditures: 

Budget 3  12,240,809,654 '              2,662,812,786             $14,903,622,440             $426,866,886 

Fiscal  Relief  for  Local  Government d  5,137,709,722 

Return  of  Cash  Loan d  -870,000,000 

Reserves 4  151,269,274  b  44,896,725 

BALANCE  AVAILABLE 4  $2,225,566,474  $671,069,259 

Federal  Revenue  Sharing  Fund— cash* 4  277,672,000 

TOTAL  AVAILABLE $2,503,238,474 

1979-80 

Pnor  year  resources  available  (General  Fund) 4  $2,376,835,748  $715,965,984 

Revenue  and  transfers 2  15,995,261,332  2,572,092,576 

Expenditures: 

Budget 3  12,710,076,559 '  2,577,824,056  $15,287,900,615  $168,986,300 

Local  Government  Fiscal  Relief c  4,378,000,000 

Reserves: 4 

Unencumbered  Balance  of  Continuing  Appropriations 1 1 1,009,848  c  51,307,344 

Legislation  and  Legislative  Augmentation 150,000,000 

Housing  Development 100.000,000 

Prudent  Reserve  (3  percent) 480,000,000 

BALANCE  AVAILABLE 4  $443,010,673  $658,927,160 

Federal  Revenue  Sharing  Fund— cash' 4  274,910,000 

TOTAL  AVAILABLE $7 1 7,920,673 

a  These  funds  are  in  a  trust  fund  and  reserved  until  appropnated  by  the  Legislature. 

b  Includes  $142.6  million  reserved  by  the  Legislature  in  the  1978  Budget  Act  for  construction  of  State  office  buildings  when  reappropnated. 

c  Includes  $108.5  million  of  the  $142.6  million  reserved  by  the  Legislature  in  the  1978  Budget  Act  (See  footnote  c  ).  The  remaining  $8.6  million  is  included  in  the  1979- 

Refer  to  the  budget  for  Proposition  13  Fiscal  Relief  for  Local  Government,  Pages  1221-3. 
c  Refer  to  Pages  A  I.1  to  A 16.  Reserves — Local  Government  Fiscal  Relief 
Companson  of  current  General  Fund  revenues  and  transfers  to  expenditures: 

1977-78  1978-79  1979-80 

General  Fund: 

Current  revenue  and  transfers $13,694,980,289  $14,998,494,487  $15,995,261,332 

Cunent  expenditures: 

Total  fiscal  year  expenditures 11,685,643,451  12,240,809,654  12,710,076,559 

Adjustment  for  expenditures  chargeable  against  unen- 
cumbered balances: 

Ending  reserves 200,751,727  151,269,274  111,009,848 

Beginning  reserves -105,040,485  -200,751,727  -151,269,274 

$95,711,242  -U9.482.453  -$40,259,426 

Current  Expenditures  from  current  income $11,781,354,693  $12,191,327,201  $12,669,817,113 

Excess  (  +  )  or  deficit  (-)  of  current  income +$1,913,625,596  +$2,807,167,286  +  $3,325,444,199 

Less:  Fiscal  Relief  for  Local  Government -  -4,267,709,722  -4,378,000,000 

Net  Excess  (  +  )  or  deficit  (-)  of  current  income +$1,913,625,596  -$1,460,542,436  -$1,052,555,801 


Expenditure 

Totals 

Including 

Bond  Funds 


$14,003,308,975 


$15,330,489,326 


$15,456,886,915 


)  expenditures. 
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Schedule  1-A 

GENERAL  FUND 

BALANCES  AVAILABLE  FOR  APPROPRIATION  JUNE  30,  1979 

Reconciliation  of  the  Changes  from  the  Previous  Budget  Estimates 

1978-79  1979-80 

Governor's  Governor's 

Budget  Budget 

1977-78  Fiscal  Year                                                                                 (previous  (revised 

(From  current  year  to  past  year}                                                                        estimate)  estimate) 

Revenues  and  Transfers: 

Revenues $13,148,783,653  $13,478,506,407 

Transfers 216,478,936  216.473,882 

Outgo: 

State  Operations $3,013,796,256  $2,953,024,692 

Capital  Outlay 151,702,900  56,317,519 

Local  Assistance 8,984,307,730  8,676,301,240 

Totals.  Expenditures , $12,149,806,886  $11,685,643,451 

Prior  year  adjustments 59,325.044 

1978-79  Fiscal  Year 
(From  budget  year  to  current  year) 
Revenues  and  Transfers: 

Revenues $14,876,068,627  $14,700,114,534 

Transfers 285,006.772  298,379,953 

Outgo: 

State  Operations $3,329,725,039  $3,106,418,866 

Capital  Outlay 125,544.041  188,318,182 

Local  Assistance 10,027,190,290  8,946,072,606 

Totals,  Expenditures.  Budget $  1 3,482,459.370  $  1 2,240,809,654 

Local  Government  Fiscal  Relief $4,267,709,722 

Reserve  for  unencumbered  balances  of  continuing  appropriations - $2,022,952,782  $151,269,274 

EFFECT  OF  REVISED  ESTIMATES  AS  REPORTED  IN  THE  1979-80  GOVERNOR'S  BUDGET  

BALANCE  AVAILABLE.  June  30,  1979.  as  estimated  in  the  1978-79  budget 

BALANCE  AVAILABLE.  June  30,  1979,  as  estimated  in  the  1979-80  budget  

Federal  Revenue  Sharing  Fund — Cash 

TOTAL  AVAILABLE,  June  30,  1979 


to 
balance 
available 

$329,722,754 
-5,054 

$60,771,564 
95,385.381 
308,006,490 

$464,163,435 
59.325.044 


-$175,954,093 
13,373,181 

$223,306,173 

-62,774,141 

1.081,117,684 

$1,241,649,716 

-$4,267,709,722 
$1.871,683,508 

-$463,751,231 

$2,689,317,705 
$2,225,566,474 

277,672.000 
$2,503,238,474 
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TOTAL  STATE  SPENDING  PLAN 

Schedule  1-C  is  included  for  informational  purposes  to  show  in  one  place  the  State's  total  spending  plan.  It  provides  a  means  of  comparing  the  total 
State  resources  used  on  a  year-to-year  basis.  In  addition  to  the  General  Fund,  Special  Funds  and  Selected  Bond  Funds,  Schedule  1-C  shows  expenditures 
from  nongovernmental  cost  funds  and  Federal  funds.  The  latter  two  groupings  have  not  been  included  as  part  of  State  summary  expenditures  in  previous 
Governors'  budgets. 

A  basic  premise  in  such  a  consolidation  as  this  is  that  the  State  is  the  financial  unit  and  individual  funds  are  subsidiary  units  to  the  State.  This  is 
similar  to  financial  units  in  the  private  sector  in  which  diversified  commercial  corporations  with  several  subsidiaries  report  their  operation  on  a 
consolidated  basis — but  is  a  contrast  to  traditional  governmental  accounting,  which  has  held  that  the  individual  funds  are  the  financial  units  and  should 
not  be  consolidated  with  other  funds  or  types  of  funds. 

The  consolidation  in  Schedule  1-C  presents  some  theoretical  and  practical  problems.  From  a  theoretical  standpoint,  it  combines  all  funds  and  gives 
the  illusion  that  spending  occurs  in  the  same  manner  regardless  of  fund.  This  is  not  the  case:  the  General  Fund,  Special  Funds  and  Bond  Funds  are 
accounted  for  on  a  modified  accrual  basis;  the  Public  Service  Enterprise  Funds,  Working  Capital  and  Revolving  Funds,  Retirement  Funds  and  Trust 
and  Agency  Funds  are  accounted  for  on  an  accrual  basis;  and  the  Health  Care  Deposit  Fund  and  General  Fund  appropriations  to  Medi-Cal  are  accounted 
for  on  a  cash  basis. 

This  combination  also  may  give  the  illusion  that  total  State  spending  is  authorized  and  controlled  through  the  annual  budget  process.  This  is  not 
true.  Each  fund  is  created  for  a  specific  purpose  and  its  spending  is  dictated  based  on  the  provision  of  the  Constitution  or  Statute  under  which  it  was 
created.  In  essence,  each  fund  is  a  separate  fiscal  and  legal  entity  that  operates  under  the  specific  legal  provisions  that  created  it.  Many  expenditures 
from  funds  are  authorized  by  the  Constitution  or  other  statutes  besides  the  Budget  Act. 

From  a  practical  standpoint,  Schedule  1-C  is  only  an  approximation.  For  example,  it  includes  some  duplicate  amounts  and  does  not  include 
reimbursements.  Some  duplications  are  spending  from  the  Department  of  General  Services'  Service  Revolving  Fund,  which  are  also  included  in  spending 
of  departments,  and  from  Workers'  Compensation,  Unemployment  Insurance  and  Nondisability  Insurance  Benefits,  which  have  been  previously 
collected  from  State  agencies.  Other  duplications  include  amounts  from  bond  proceeds,  which  are  included  both  when  bond  proceeds  are  spent  and 
when  debt  service  is  paid,  and  Federal  Revenue  Sharing,  which  is  included  as  spending  from  the  Federal  Revenue  Sharing  Fund  and  also  from  the 
General  Fund  when  the  funds  are  transferred  to  and  expended  from  it. 

Schedule  1-C  does  not  include  reimbursements  received  from  the  public  or  other  levels  of  government,  as  these  are  deducted  from  State  expenditures. 

Schedule  1-C 

Total  State  Spending  Plan 

For  Governmental  Cost,  Nongovernmental  Cost  and  Federal  Funds 

for  the  1977-78,  1978-79  and  1979-80  Fiscal  Years 

Funds  1977-78  1978-79  1979-80 

Governmental  Cost  Funds: 
General  Fund: 

Budget $11,685,643,451  $12,240,809,654  $12,710,076,559 

Local  Governmental  Fiscal  Relief t  4,267,709,722  4,378,000,000 

Totals,  General  Fund $11,685,643,451  $16,508,519,376  $17,088,076,559 

Special  Funds 2,161,114,521  2,662,812,786  2,577,824,056 

Totals,  Governmental  Cost  Funds  $13,846,757,972  $19,171,332,162  $19,665,900,615 

Selected  Bond  Funds  156,551,003  426,866,886  168,986,300 

Totals,  Governmental  Cost  and  Selected  Bond  Funds $14,003,308,975  $19,598,199,048  $19,834,886,915 

Nongovernmental  Cost  Funds: 

Public  Service  Enterprise  Funds1 1,699,922,410  1,976,262,305  2,150,668,674 

Working  Capital  and  Revolving  Funds 179,615,137  243,940,895  241,439,621 

Bond  Funds— Other 136,847,554  161,291,074  175,892,797 

Retirement  Funds ! 1,107,089,586  1,221,766,845  1,345,613,560 

Other  Nongovernmental  Cost  Funds 2,296,415,167  1,434,648,089  1,545,100,800 

Totals,  Nongovernmental  Cost  Funds  $5,419,889,854  $5,037,909,208  $5,458,715,452 

Federal  Funds 7,239,072,119  7,813,426.256  '8,122,200,114 

TOTALS,  SPENDING,  ALL  FUNDS $26,662,270,948  $32,449,534,512  $33,415,802,481 
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The  following  provides  supplemental  detail  for  the  significant  funds  and  amounts  which  comprise  the  various  categories  of  Nongovernmental  Cost 
Funds: 


Funds  1977-78 
Public  Service  Enterprise  Funds: 

Veteran's  Farm  and  Home  Building  Fund  of  1943  $594,708,317 

Harbors  and  Watercraft  Revolving  Fund  16,023,269 

Central  Valley  Water  Project  Revenue  Fund  25,487,164 

California  Water  Resources  Development  Bond  Fund 123,011,445 

Central  Valley  Water  Project  Construction  Fund 11,999,754 

Unemployment  Compensation  Disability  Fund 461,480,777 

Continuing  Education  Revenue  Fund..., 16,551,417 

State  Compensation  Insurance  Fund  '  422,642,891 

Others 28,017,376 

Totals,  Public  Service  Enterprise  Funds $1,699,922,410 

Working  Capital  and  Revolving  Funds: 

Architecture  Revolving  Fund  $8,120,922 

Service  Revolving  Fund 130,944,487 

Stephen  P.  Teale  Consolidated  Data  Center  Revolving  Fund 11,061,178 

Correctional  Industries  Revolving  Fund  17,318,608 

Others 12,169,942 

Totals,  Working  Capital  and  Revolving  Funds $179,615,137 

Bond  Funds — Other: 

Public  School  Building  Loan  Fund $6,541,993 

State  School  Building  Aid  Fund 130,305,561 

Totals,  Bond  Funds— Other $136,847,554 

Retirement  Funds: 
Benefits  Paid: : 

Judges'  Retirement  Fund $14,368,098 

Legislators'  Retirement  Fund  1,568,440 

Public  Employees'  Retirement  Fund  590,652,807 

Teachers'  Retirement  Fund 482,340,183 

Totals  Benefits  Paid  $1,088,929,528 

Support 18,160,058 

Totals,  Retirement  Funds $1,107,089,586 

Other  Nongovernmental  Cost  Funds: 

Toll  Bridge  Funds 77,857,134 

County  Funds  1,039,598,279 

University  Funds 812,443,442 

Federal  Revenue  Sharing 215,000,000 

Others 151,516,312 

Totals,  Other  Nongovernmental  Cost  Funds 2,296,415,167 


1978-79 

$710,598,059 
14,605,638 
23,982,800 

148,396,600 
20,236,200 

499,826,559 
15,448,155 

512,500,000 
30,668,294 

$1,976,262,305 


$7,039,689 
167,732,770 
13,898,975 
20,197,764 
35,071,697 

$243,940,895 


$6,124,000 
155,167,074 

$161,291,074 


$16,007,166 

1,830,000 

654,964,966 

528,700,608 

$1,201,502,740 
20,264,105 

$1,221,766,845 


29,575,755 

52,201,156 

904,612,413 

276,200,000 

172,058,765 

$1,434,648,089 


1979-80 

$806,706,684 
13,527,029 
24,252,800 

151,015,700 
53,600,000 

526,221,624 
13,534,270 

543,500,000 
18,310,567 

$2,150,668,674 


$7,278,050 
155,337,909 
16,275,275 
20,812,841 
41,735,546 

$241,439,621 


$6,200,000 
169,692,797 

$175,892,797 


$17,967,626 

1,971,000 

726,597,923 

577,600,000 

$1,324,136,549 
21,477,011 

$1,345,613,560 


43,418,000 
116,362,748 
936,414,986 
276,200,000 
172,705,066 

$1,545,100,800 


1  Includes  the  following  amounts  for  benefits  paid  which  are  not  reflected  in  the  Governor's  Budget. 

State  Compensation  Insurance  Fund: 

Benefits  Paid  $353,000,000 

Support 69,642,891 

Totals,  State  Compensation  Insurance  Fund $422,642,891 

;  Includes  benefits  paid  which  are  reflected  only  in  Fund  Condition  Statements  in  the  Governor's  Budget. 


$428,000,000 
84,500,000 

$512,500,000 


$454,000,000 

89,500,000 

$543,500,000 


.3—78043 
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CHART  1 


REVENUE  DOLLARS 

(amounts  in  millions) 
1979-80  FISCAL  YEAR 


INHERITANCE  AND  GIFT  TAXES 
2.5%  (S452.4) 

OTHER 


5.9%  ($1,080.5) 


TOTAL 
REVENUES 

($18,291.2) 


SALES  TAX 
34.9%  ($6,375.0) 


MOTOR  VEHICLE 

LICENSE  FEES 

3.7%  ($685.0) 


PERSONAL  INCOME  TAX 

26.5%  ($4,840.0) 


HORSERACING  FEES 
0.7%  ($126.0) 


HIGHWAY  USERS  TAXES 
7.3%  ($1,335.6) 


BANK  AND 

CORPORATION  TAX 

13.4%  ($2,460.0) 


INSURANCE  TAX 
2.6%  ($480.0) 

LIQUOR  TAXES 
AND  FEES 

1.0%  ($175.3) 

CIGARETTE  TAX 
1.5%  ($281.4) 


INHERITANCE  AND  GIFT  TAXES 
2.9%  ($452.4) 

OTHER 

4.0%  ($631.4) 


GENERAL  FUND 
REVENUES 


($15,711.7) 


SALES  TAX    ' 
40.6%  ($6,375.0) 


PERSONAL  INCOME  TAX 
30.8%  ($4,840.0) 


HORSERACING  FEES 
0.7%  ($114.6) 


CIGARETTE  TAX 
1.3%  ($197.0) 

LIQUOR  TAXES 

AND  FEES 

1.0%  ($161.3) 


BANK  AND 

CORPORATION  TAXES 

15.7%  ($2,460.0) 


INSURANCE  TAX 
3.0%  ($480.0) 
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CHART  2 


BUDGET  EXPENDITURE  DOLLARS 


(amounts  in  millions) 
1979-80  FISCAL  YEAR 


STATE  AND 

CONSUMER  SERVICES 
BUSINESS  AND  u%  ($m4) 

TRANSPORTATION  RESOURCES 

7.4%  ($1,129.7)     \  \  .  2.6%  (S396.2) 

PROPERTY 
TAX  RELIEF 

4.6%  (S697.1) 


TOTAL 
EXPENDITURES 

(Excluding  Selected  Bond  Funds) 
($15,287.9) 

OTHER' 

5.1%  ($776.8) 


SHARED  REVENUE 
7.5%  ($1,145.3) 

HIGHER  EDUCATION 
14.5%  ($2,222.7) 


EDUCATION— K  through  12 
23.4%  ($3,577.2) 


HEALTH  AND  WELFARE 
33.6%  ($5,139.5) 


BUSINESS  AND 
TRANSPORTATION 
0.4%  ($48.3) 
PROPERTY  TAX  RELIEF 
5.5%  ($697.1 

OTHER 

5.4%  ($679.9) 


STATE  AND 

CONSUMER  SERVICES 

1.3%  ($159.9) 

RESOURCES 
1.9%  ($247.7) 


GENERAL  FUND 
EXPENDITURES 

($12,710.1) 

HIGHER  EDUCATION 
17.2%  ($2,190.8) 


EDUCATION— K  through  12 
28.0%  ($3,563.3) 


HEALTH  AND  WELFARE 
40.3%  ($5,123.1) 
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CHART  3 

EXPENDITURE  DOLLARS 

(Including  Local  Government  Fiscal  Relief) 
(amounts  in  millions) 
1979-80  FISCAL  YEAR 


BUSINESS  AND 
TRANSPORTATION 
5.7%  ($1,129.7) 

PROPERTY 
TAX  RELIEF 
3.6%  ($697.1 

OTHER 
4.0%  ($776.8) 

SHARED  REVENUE 
5.8%  ($1,145.3) 


HIGHER  EDUCATION 
11.3%  ($2,222.7) 


HEALTH  AND  WELFARE 
26.1%  ($5,139.5) 


STATE  AND 
CONSUMER  SERVICES 

1.0%  ($203.4)  RESOURCES 

\  /    2.0%  ($396.2) 


EDUCATION— K  through  12 
18.2%  ($3,577.2) 


TOTAL 
EXPENDITURES 

(Excluding  Selected  Bond  Funds) 
($19,665.9) 


FISCAL  RELIEF  TO 

LOCAL  GOVERNMENTS 

22.3%  ($4,378.0) 

Aid  to  Schools  $2,332.0) 

Aid  to  Counties  1,596.0) 

(Aid  to  Cities  250.0) 

(Aid  to  Special  Districts  200.0) 


BUSINESS  AND 

TRANSPORTATION 

0.3%  ($48.3) 


PROPERTY  TAX  RELIEF 

4.1%  ($697.1) 


OTHER 

4.0%  ($679.1) 


HIGHER  EDUCATION 
12.8%  ($2,190.8) 


GENERAL  FUND 
EXPENDITURES 

($17,088.1) 


HEALTH  AND  WELFARE 
30.0%  ($5,123.1) 


STATE  AND 
CONSUMER  SERVICES 

0.9%  ($159.9) 

RESOURCES 

1.4%  ($247.7) 


EDUCATION— K  through  12 
20.9%  ($3,563.3) 


FISCAL  RELIEF  TO 

^^  LOCAL  GOVERNMENTS 

256%  ($4,378.0) 

(Aid  to  Schools 

$2,332.0) 

(Aid  to  Counties 

1,596.0) 

(Aid  to  Cities 

250.0) 

(Aid  to  Special  Districts 

200.0) 
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TABLE  1 


PERSONNEL  YEARS  AND  SALARY  COST  ESTIMATES 

(Excludes  Stuff  Benefits  J 


FUNCTION 

Legislative/Judicial/Executive: 

Legislative 

Judicial 

Executive  ^ 

State  and  Consumer  Services 

Business  and  Transportation  

Resources 

Health  and  Welfare 

Education: 

Education 

Higher  Education  

General  Government: 

General  Administration  

Unallocated  salary  increase 

Totals  

Total  Reductions  per  Section  27.2 

POSITION  CLASSIFICATION 

Constitutional  officers 

Statutory 

Civil  service 

Superior  court  judges — part  salary 

Exempt — Other 

Exempt — Higher  Education: 

University  of  California 

Auxiliary  facilities — University  of  Califor- 
nia   

Hastings  College  of  Law  

State  University  and  Colleges  

Auxiliary    State    University    and    College 

Facilities 

Unallocated  salary  increase 

Totals  

Reductions  per  Section  27.2 

NET  TOTALS  


1977-78  Fiscal  Year 

Personnel          Net  salaries 

1978-79  Fiscal  Year 
Personnel         Net  salaries 

1979-80  Fiscal  Year 
Personnel         Net  salaries 

years 

and  wages 

years 

and  wages 

years 

and  wages 

327.7 
972.7 
7,349.5 
10,784.2 
32,237.8 
14,192.5 
52,145 

$6,666,283 
33,466,139 
119,982,917 
155,124,643 
520,136,688 
233,957,140 
836,809,431 

347.9 
1,013.8 
7,660.7 
11.196.1 
32.335 
14,902.5 
53,373.9 

$7,155,341 
36,322,881 
128,091,201 
160,257,567 
522,574,152 
243.074,463 
853,575,020 

352.7 
1,022.4 
7,459.7 
10,993.6 
31,185.4 
13,268.3 
52,346.1 

$7,491,246 
36,834.975 
126,137,376 
161.443,713 
523,897,650 
223,114,109 
850.273,173 

2,673.7 
92,394.6 

45,184,332 
1,419,884.050 

2,929.8 
90,912.4 

48,972,211 
1,487,230,697 

2,837.7 
90,585.8 

48.594,059 
1,536,503,229 

8,173.7 

136,592,821 

9,087.6 

223,759.7 
(-3.321) 

153,199,100 
18,540,919 

$3,658,993,552 
(-54,525,080) 

8,567.2 

147,068,964 
1,708,000 

221,251.4 
(-) 

$3,507,804,444 
(-) 

218,618.9 
(3.277.9) 

$3,663,066,494 
(-53.668,966 

127.1 

169.4 

126,872.5 

551 

1.584.9 

$3,176,903 

7,948,105 

2,028,251,529 

21,918,707 

33,555,191 

127 

200.1 

133,251.8 

561 

1,706.6 

$3,398,850 

9,928,379 

2,123,784,186 

23,631,944 

37,551,735 

127 

214.1 

128,400.7 

561 

1,678.4 

$3,574,100 

9,936,921 

2,094,344,474 

23,843,564 

37,671,299 

56,021.8 

835,885,678 

56.248.7 

900,501,017 

56,327.6 

940,768,552 

2,146.5 

173.5 

31.975.5 

14,981,000 

3,418,437 

539,994,963 

1,650 
182.6 
31,558.9 

19,052.000 

3,515,488 

555.287,916 

1,650 
193.6 
31,221.2 

19,890,000 

3,696,225 

564,224,171 

1,629.2 

18,673,931 

1,594 

18,326,198 
18,440,919 

$3,713,418,632 
-54,525.080 

$3,658,893,552 

1,523.2 

17,078,154 
1.708,000 

221,251.4 

$3,507,804,444 

227,080.7 
-3,321 

223,759.7 

221,896.8 
-3,277.9 

218,618.9 

$3,716,735,460 
-53,668.966 

221,251.4 

$3,507,804,444 

$3,663,066,494 

SUMMARY  OF  POSITIONS  ELIMINA  TED  AS  A  RESULT  OF  SECTION  27.2,  BUDGET  ACT  OF  1978 


FUNCTION 

Legislative/Judicial/Executive 

Legislative 

Judicial. 

Executive 

State  and  Consumer  Services 

Business  and  Transportation 

Resources  

Health  and  Welfare 

Education. 

Education  

Higher  Education 

General  Government: 

Totals.  Reductions  per  Section  27.2.. 


1978-79  Fiscal  Yeaji 
Salaries 
Position  and  Wages 


1979-80  Fiscal  Year 

Salaries 
Position         and  Wages 


200.9 

3.205. 770 

200.9 

3.205, 770 

357.7 

5.518,421 

357.7 

5,518.421 

841.6 

15.489.719 

841.6 

15,489,719 

392.8 

5.404.271 

393.3 

5.386.031 

420.5 

7,028,978 

376.9 

6.215.872 

27.3 

360,875 

27.3 

360.403 

808.5 

13.455,256 

808.5 

13,462.696 

271. 7 

4.061.790 

271. 7 

4.030.054 

3.321 

$54,525,080 

3,277.9 

$53,668,966 
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TABLE  1A 
POSITIONS  AND  SALARY  COST  ESTIMATES 

(Excludes  Staff  Benefits) 

1977-78  Fiscal  Year  1978-79  Fiscal  Year  1979-80  Fiscal  Year 

Actual          Total  Salaries  Estimated  Total  Salaries  Proposed  Total  Salaries 

Function                                       Positions  '         and  Wages  Positions  -'  and  Wages  Positions  '  and  Wages 
Legislative/Judicial/Executive: 

Legislative  327.7             $6,666,283  348.5  $7,188,599  353.5  $7,526,659 

Judicial 972.7             33,466,139  1,015.3  36,357,881  1,023.9  36,869,975 

Executive 7,349.5            119,982,917  7,922.1  132,002.233  7,742.8  131,083,616 

State  and  Consumer  Services  10,784.2           155,124,643  11,418  164,036,868  11,228.4  165,685,117 

Business  and  Transportation 32,237.8           520,136.688  33,464.3  538,041,460  32,253.3  537,614,532 

Resources 14,192.5           233,957,140  15,335.9  249,234,383  13,669.2  230,472,052 

Health  and  Welfare  52,145              836,809,431  55,798.2  888,372,057  54,722.8  887,497,535 

Education: 

Education  K.-12  2,673.7            45,184,332  2,981.7  49,823,170  2,886.2  49,438,062 

Higher  Education 92,394.6        1,419,884,050  91,011.4  1,505,817,512  90,755.8  1,560,269,902 

General  Government: 

General  Administration 8,173.7           136,592,821  9,245.4  155,668,892  8,785.6  151,260,886 

Unallocated  Salary  Increases -      -  -  18,440,919  -  1,708,000 

Totals 221,251.4      $3,507,804,444  228,540.8  $3,744,983,974  223,421.5  $3,759,426,336 

Less  Statewide  Salary  Savings -      -  -4,781.1  -86,090,422  -4,802.6  -96,359,842 

Net  Totals 221,251.4      $3,507,804,444  223,759.7  $3,658,893,552  218.618.9  $3,663,066,494 

NOTE:  Consistent  with  past  practice,  position  counts  related  to  salary  savings  are  not  included  for  the  University  of  California  and  for  the  State 

University  and  Colleges  in  both  the  1978-79  and  1979-80  fiscal  years.  However,  in  future  years  all  of  these  positions  will  be  included  in  Table  1  and 
Table  1A  to  provide  consistency  with  presentations  for  other  departments. 

1  As  shown  in  departmental  budgets  as  "Totals,  Salaries,  and  Wages." 

:  Reflects  "Totals,  Salaries,  and  Wages"  as  adjusted  by  Section  27.2  reductions. 
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TABLE  2 
SUMMARY  OF  STATE  POPULATION.  EMPLOYEES,  EXPENDITURES.  AND  CPI 


Year 

1950-51 

Population 
(thousands) 
10.887 
11,384 
11,870 
12,309 

12,761 
13,293 
13,879 
14,459 
15,015 

15,576 
16,112 
16,633 
17,214 
17,771 

18,258 
18,672 
19,044 
19,374 
19,667 

19,910 
20,143 
20,360 
22,553 
20,784 

21,050 
21,363 
21,714 
22,090 

22,498 
22,900 

Employees 
61,000 
63,860 
65,720 
69,928 

74,099 
77,676 
88,299 
98.015 
101.982 

108,423 
115,737 
122,339 
128,981 
134,721 

143,896 
151,199 
158,404 
162,677 
171,655 

179,583 
181,581 
181,912 
188,460 
192,918 

203,548 
206,361 
213,795 
221,251 

223,760 
218,619 

Population 
Per 

Employee 
178.5 
178.3 
180.6 
176.0 

172.2 
171.1 

157.2 
147.5 
147.2 

143.7 
139.2 
136.0 
133.5 
131.9 

126.9 
123.5 
120.2 
119.1 
114.6 

110.9 
110.9 
111.9 
119.7 
107.7 

103.4 

103.5 

101.6 

99.8 

100.5 
104.7 

Personal 

Income 

/millions/ 

$21,436 

23,884 

26,365 

27,189 

28,852 
31,908 
34,485 
36,213 
38,922 

42,137 
44,069 
47,100 
50,390 
54,130 

57,673 
62,383 
67,203 
72,488 
79,535 

85,800 

91,074 

98,630 

107,101 

118,255 

132,078 
147,154 
164,145 
1 84,280 

211,333 
234,473 

Expenditures 
General 

Fund                     Total 

(thousands)           /thousands/ 

$587,081          $1,006,339 

635.467              1,068,072 

713,764            1,176,719 

808,692             1,381.400 

852,017            1,422,452 

922,566            1,532,811 

1,029,812            1,732,467 

1,146,531             1,938,845 

1,245,929            2,066,187 

1,434,806           2,140,376 

1.678.081  2,525,394 
1,697,434            2,487,813 
1,881,134            2,800,381 
2,064,120            3,174,407 

2,344,842           3,651,945 
2,579,618            4,058,635 
3,017,197            4,658,899 
3,272,809            5,014,170 
3,908,783           5,672,852 

4.456.082  6,301,722 
4,853,860            6,556,325 
5,027,275            6,683,742 
5,615,684            7,421,705 
7,299,436            9,311,265 

8,345,642           10,276,490 

9,518,436          11,452,454 

10,467,097           12,631,717 

11,685,643           14,003,309 

12,240,810          15,330,489 
(16,508,519)       (19,598,199) 

12,710,077          15,456,887 
(17,088,077)       (19,834,887) 

Expenditures 

General 

Fund 

$53.92 
55.82 
60.13 
65.70 

66.77 
69.40 
74.20 
79.25 
82.98 

92.12 
104.15 
102.05 
109.28 
116.15 

128.43 
138.15 
158.43 
168.93 
198.75 

223.81 
240.97 
246.92 
249.00 
351  20 

396.47 
445.56 
482.04 
529.00 

544.08 
(733.78) 

555.03 
(746.20) 

per  Capita 

Total 

$92.43 

93.82 

99.13 

112.27 

111.47 
115.31 
124.83 
134.09 
137.61 

137.41 

156.74 
149.57 
162.68 
178.63 

200.02 
217.36 
244.64 
258.81 
288.45 

316.51 
325.49 
328.28 
329.08 
448.00 

488.19 
536.09 
581.73 
633.92 

681.42 
(871.11) 

674.97 
(866.15) 

Expenditures  per  SI 00 
of  Personal  Income 

General 

Fund             Total 

$2.74          $4.69 

2.66            4.47 

2.71            4.46 

2.97           5.08 

2.95           4.93 
2.89            4.80 
2.99            5.02 
3.17            5.35 
3.20           5.31 

3.41  5.08 
3.81            5.73 
3.60           5.28 
3.74           5.56 
3.81            5.86 

4.07            6.33 
4.14            6.51 
4.49            6.93 
4.51            6.92 
4.91             7.13 

5.19            7.34 

5.33  7.20 
5.10           6.78 
5.24           6.93 
6.17            7.87 

6.32            7.78 
6.47            7.78 
6.38            7.70 

6.34  7.60 

5.79            7.25 
(7.81)        (9.27) 

5.42  6.59 
(7.29)         (8.46) 

California 
CPI' 

72  ~> 

1951-52 
1952-53 
1953-54 

1954-55 

76.2 
77.7 
78.4 

77  9 

1955-56 
1956-57.. 

78.5 
80  9 

1957-58 
1958-59 

1959-60 
1960-61 

83.6 
85.8 

87.6 
88  8 

1961-62 

89  9 

1962-63 
1963-64 

1964-65 

91.1 
92.5 

94  4 

1965-66 

96  2 

1966-67 

98  5 

1967-68 

102  2 

1968-69 

1969-70 
1970-71 
1971-72 
1972-73 
1973-74 

1974-75 

106.5 

112.1 
117.2 
121.1 
126.1 
136.0 

151  7 

1975-76 
1976-77... 

163.5 
174  0 

1977- 

1978- 
1978- 

1979- 
1979- 

-78 

-79" 
-79"- 

-80" 
-80"' 

186.2 
201.0 

215.0 

1  Population  as  of  January  1,  the  midpoint  of  the  fiscal  year. 
:  Excludes  Special  Accounts  in  General  Fund  beginning  1976-77. 

1  Expenditures  include  payments  from  General  Fund,  Special  Funds  and  Selected  Bond  Funds  (beginning   in  1957-58) 
'  Fiscal  year  basis:  calendar  year  1967  equals  100. 
'  Fiscal  year  basis. 
"  Estimated. 
Includes  Local  Government  Fiscal  Relief. 


All 


Local  Government  Fiscal  Relief 


California  voters  approved  a  constitutional 
amendment  on  June  6,  1978  which  reduced 
property  taxes  more  than  fifty  percent  and  re- 
duced local  government  receipts  by  approxi- 
mately $6.8  billion.  This  has  forced  a  critical 
reevaluation  of  the  activities  that  government 
has  been  performing  and  the  efficiency  of  these 
programs  in  meeting  the  needs  of  California's 
citizens. 

While  the  reduction  in  taxes  occurred  at  the 
local  level,  the  concern  on  the  part  of  the  elector- 
ate appeared  to  be  with  government  in  general. 
The  Legislature  provided  $4,238  billion  in  fiscal 
relief  to  local  government  to  ensure  the  orderly 
delivery  of  essential  services  during  the  1978-79 
fiscal  year. 

Both  State  and  local  government  have  begun 
the  process  of  determining  which  programs 
should  be  retained,  altered  to  make  them  more 
efficient,  or  eliminated.  In  order  to  provide  time 
for  this  reassessment  to  occur  in  an  orderly  man- 


ner, a  continuation  of  the  current  program  is 
proposed  for  the  budget  year. 

This  will  provide  time  for  the  Legislature  to 
take  into  consideration  recommendations  by  the 
Commission  on  Government  Reform,  and  oth- 
ers, in  developing  a  long-range  plan  for  Califor- 
nia government  finance.  Minor  adjustments  to 
the  current-year  program  will  be  proposed 
where  necessary  to  provide  a  better  allocation  of 
resources.  In  addition,  it  is  recommended  that 
the  Legislature  pass  the  1979-80  relief  measure 
by  March  1,  1979.  This  will  give  local  govern- 
ment time  to  plan  for  the  fiscal  year  and  give  all 
parties  more  time  to  devote  to  a  long-range  solu- 
tion. 

The  total  amount  proposed  for  local  govern- 
ment fiscal  relief  is  $4,378  billion. 

The  following  is  a  discussion  of  the  proposed 
local  government  fiscal  relief  program  by  level  of 
government. 


AID  TO  LOCAL  SCHOOLS 


K-12  EDUCATION 


$2,072,000,000 


a.  Funding  Increase  of  7%  Per  Student 
The  same  appropriation  for  elementary, 
high  school,  and  unified  school  districts, 
and  county  offices  of  education  is  proposed 
for  1979-80  that  was  included  in  SB  154 
for  1978-79.  It  is  estimated  that  the  con- 
tinuation of  this  appropriation  plus  the  ad- 
ditional State  funding  proposed  in  the 
Budget  Bill  for  1979-80  and  an  anticipated 
10%  growth  in  local  property  taxes  will 
enable  the  average  district  to  increase  its 
spending  by  7%  per-student  in  1979-80. 


b.  Serrano  Equalization  Formula 

It  is  proposed  that  the  new  law  include  an 
equalization  formula  that  will  reduce  the 
disparity  between  the  low-spending  and 
high-spending  districts  as  required  by  the 
California  Supreme  Court  in  its  Serrano  v. 
Priest  decision. 

c.  Summer  School  and  Adult  Education 
The  policy  established  by  SB  154  and  the 
Budget  Act  of  1978-79  for  financing  speci- 
fied summer  school  and  adult  education 
programs  is  proposed  for  continuation  in 
1979-80.  There  would  be  no  State  support 
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for  summer  school  programs  or  adult  edu- 
cation programs  except  for  adult  education 
programs  in  elementary  and  secondary  ba- 
sic skills  in  mathematics,  history,  govern- 
ment, language  arts;  adult  education 
programs  in  citizenship  for  immigrants; 
adult  education  programs  for  substantially 
handicapped  persons;  adult  education  pro- 
grams for  apprentices;  adult  short-term  vo- 
cational programs  with  high  employment 
potential;  summer  school,  adult,  and  kin- 
dergarten and  grades  1  through  12  pro- 
grams for  substantially  handicapped 
persons;  and  summer  school  programs  for 
graduating  high  school  seniors. 

d.  Termination  of  Lower  Priority  Programs 
Three  programs  are  proposed  for  termina- 
tion on  the  basis  that  they  are  of  a  lower 
priority.  These  are  the  Mentally  Gifted  Mi- 
nors Program  ($13.6  million),  the  Driver 
Training  Program  ($20.0  million),  and  the 
Instructional  Television  Program  ($0.8 
million).  It  is  proposed  that  these  funds  be 
redirected  to  meet  higher  priority  needs  for 
Preschool  Bilingual  Education  and  De- 
ferred Maintenance  in  schools. 

e.  Expansion  or  Establishment  of  Higher  Pri- 
ority Programs 

1.  Preschool  Bilingual  Education 

A  $4  million  augmentation  for  the  Pre- 
school Education  Program  is  proposed 
to  meet  the  needs  of  approximately 
2,000  additional  limited  and  non-Eng- 
lish-speaking students  who  cannot  be 
placed  in  a  regular  school  program 
when  they  enter  school  at  the  age  of  5  or 
6.  It  is  anticipated  that  teaching  these 
students  English  before  they  enter  the 
regular  program  will  reduce  the  costs  of 
Bilingual  Education  programs  in  the  fu- 
ture and/or  reduce  the  number  of  fail- 
ures by  these  students  in  the  regular 
elementary  school  programs. 

2.  School  Maintenance  Program 

A  new  State  matching  program  with 
school  districts  is  proposed  to  meet  the 
serious  backlog  in  school  maintenance 
needs  throughout  the  State  as  identified 
in  the  July  1978  Report  by  the  Commis- 
sion on  California  State  Government 
Organization  and  Economy  (Little 
Hoover     Commission).     The     Report 


states  that  "the  longer  major  mainte- 
nance is  deferred,  the  greater  the  likeli- 
hood that  other  costly  problems  will 
arise.  If  timely  steps  are  not  taken  to 
relieve  the  backlog,  the  deterioration 
may  soon  reach  a  state  at  which  the 
costs  of  rectification  would  become 
completely  unmanageable".  This  would 
be  a  $30.4  million  program  similar  to 
that  proposed  in  SB  362  (Rodda)  of 
1977  and  would  be  administered  by  the 
State  Allocation  Board. 

f.  Redesign  of  Economic  Impact  Aid  Pro- 
gram 

A  new  formula  for  the  Economic  Impact 

Aid  Program  must  be  designed  for  1979-80 

because  the  Federal  Government  has  ruled 

that  the  formula  provided  for  in  AB  65,  to 

become  effective  on  July  1,  1979.  fails  to 
comply  with  the  new  Federal  law  (PL  95- 

561/1978)  for  receipt  of  Federal  Title  I 
funds  pursuant  to  the  Elementary  and  Sec- 
ondary Education  Act  (ESEA).  Unless 
this  formula  is  redesigned,  California  could 
lose  $258.3  million  in  Federal  ESEA  Title 
I  funds. 

It  is  proposed  to  combine  the  state  funds  of 
$124  million  for  Economic  Impact  Aid 
with  the  $44  million  for  Urban  Impact  Aid 
of  which  approximately  $37  million  is 
scheduled  to  terminate  at  the  end  of  1979— 
80  pursuant  to  AB  65  (1977).  The  $168 
million  would  be  appropriated  in  the  local 
government  fiscal  relief  bill  and  would  be 
available  for  a  new  Economic  Impact  Aid 
Program  to  school  districts  with  special 
needs  to  be  enacted  through  separate  legis- 
lation. This  new  program  should  include  a 
formula  that  complies  with  the  interpreta- 
tion of  the  new  Federal  law  and  should  be 
designed  to  meet  the  special  needs  of  urban, 
rural  and  other  school  districts  with  high 
concentrations  of  limited-English-speaking 
students,  educationally  disadvantaged 
youth  (EDY),  and  economic  impacts 
beyond  the  district's  control. 

g.  Flexibility  in  the  Use  of  Reserves 

In  order  to  allow  school  districts  and  coun- 
ty offices  greater  flexibility  in  the  manage- 
ment of  their  financial  resources  to  meet 
their  needs,  they  should  be  permitted  to  use 
their  reserves  as  they  determine  to  be  most 
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prudent  for  their  particular  district  or 
county  office.  Therefore,  it  is  proposed  that 
no  requirement  for  use  of  reserves  be  in- 
cluded as  a  condition  for  approval  of  State 
aid. 
h.  Court  Orders  and  Federal  Mandates 
It  is  proposed  that  the  provisions  of  SB  90 
enacted  in  1977  that  allow  school  districts 
to  increase  their  revenue  limits  and  thereby 
be  compensated  by  the  State  through  the 
local  government  fiscal  relief  measure  for 
court  orders  and  Federal  mandates  be  ter- 
minated. The  costs  of  court  orders  against 
a  particular  district  should  be  met  by  that 
district  from  its  own  financial  resources 
and  should  not  be  paid  for  by  State  taxpay- 
ers outside  that  district.  The  costs  of  Fed- 
eral mandates  should  be  met  by  the 
Federal  Government. 

COMMUNITY  COLLEGES $260,000,000 

The  same  appropriation  for  community  col- 
lege districts  is  proposed  for  1979-80  that  was 
included  in  SB  154  for  1978-79.  It  is  estimated 


that  the  continuation  of  this  appropriation  plus 
the  additional  State  funding  proposed  in  the 
Budget  Bill  for  1979-80  and  an  anticipated  10% 
growth  in  local  property  taxes  will  enable  the 
average  district  to  increase  its  spending  by  6% 
per-student  in  1979-80. 

In  addition,  community  college  districts 
should  be  allowed  flexibility  in  the  use  of  their 
reserves  as  proposed  above  for  K-12  districts 
and  county  offices  of  education. 

A  NEW  COOPERATIVE  EDUCATION  AND  JOB 
TRAINING  PROGRAM $20,000,000 

It  is  proposed  to  reserve  $20  million  from 
funds  allocated  for  K-12  and  community  col- 
lege districts  in  the  local  government  fiscal  relief 
bill  for  a  New  Cooperative  Education  and  Job 
Training  Program  to  be  developed  by  the  Em- 
ployment Development  Department  in  coopera- 
tion with  private  industry,  labor  and  the 
educational  community.  The  objective  of  this 
program  will  be  to  use  current  funds  more  effec- 
tively to  train  persons  for  available  jobs  in  the 
employment  market. 


AID  TO  COUNTIES 


In  1979-80,  as  was  the  case  in  the  current 
year,  it  is  proposed  that  counties  be  relieved  on 
a  one  year  basis  of  certain  health  and  welfare 
costs. An  effort  will  be  made  to  minimize  any 
constraints  attached  to  county  fiscal  relief  in  an 
effort  to  encourage  greater  decision  making  and 
priority  setting  at  the  local  level.  In  1979-80  it 
is  proposed  that  the  counties  be  relieved  of  the 
following  program  costs  totaling  $1,596,000,000. 

MEDI-CAL,  COUNTY  SHARE....     $484,000,000 

Existing  law  established  a  fixed  dollar  amount 
for  the  county  share  of  the  Medi-Cal  program, 
adjusted  annually  for  increases  in  county  as- 
sessed valuation.  In  1979-80  it  is  proposed  that 
the  counties  be  relieved  of  their  share  of  the 
Medi-Cal  program. 

SSI/SSP,  COUNTY  SHARE $200,400,000 

It  is  again  proposed  for  1979-80  that  the 
counties  be  relieved  from  their  share  of  the  Sup- 
plemental Security  Income/State  Supplemen- 
tary Program  (SSI/SSP).  Counties  have  no 
administrative  responsibility  for  this  program 


and,  as  is  the  case  with  Medi-Cal,  their  share  is 
fixed  in  statute,  adjusted  annually  for  changes  in 
assessed  valuation. 

AFDC,  COUNTY  SHARE $256,200,000 

The  Aid  to  Families  with  Dependent  Children 
(AFDC)  program  is  a  major  cost  to  county  gov- 
ernment. In  1979-80,  as  was  the  case  in  1978- 
79,  it  is  proposed  that  counties  be  relieved  of 
these  costs  in  their  entirety. 
The  AFDC  program  is  administered  at  the 
county  level  by  local  welfare  departments.  To 
promote  continued  efficiency  of  administration, 
it  is  proposed  that  language  be  included  in  im- 
plementing legislation  which  would  permit  the 
State  to  impose  fiscal  sanctions  on  any  county 
with  an  AFDC  error  rates  exceed  a  statewide 
norm.  Such  language  was  applicable  in  1978-79. 

AFDC-BOARDING  HOMES  AND 
INSTITUTIONS  (BHI), 
COUNTY  SHARE $42,400,000 

It  is  proposed  in  1979-80  that  counties  be 
relieved  of  a  significant  amount  of  their  BHI 
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costs.  In  1978-79,  SB  154  provided  that  the  non- 
federal costs  of  the  BHI  program  be  shared  by 
the  State  and  counties  on  a  95%-5%  ratio. 
Under  the  existing  administrative  structure 
counties  establish  the  monthly  rates  which  they 
will  pay  to  foster  homes  and  institutions  for  the 
placement  of  needy  children.  These  rates  vary 
widely  throughout  the  state  reflecting  geograph- 
ical differences,  cost-of-living  variances  and 
other  economic  factors.  Recognizing  that  coun- 
ties exercise  wide  latitude  of  choice  and  action  in 
the  administration  of  the  BHI  program  (in  con- 
trast with  Medi-Cal,  SSI/SSP,  and  the  other 
AFDC  programs)  it  is  considered  desirable  to 
retain  a  significant  county  share  of  the  cost  of 
this  program.  Therefore,  in  1979-80  it  is 
proposed  that  the  non-federal  costs  of  the  BHI 
program  be  shared  on  a  50%-50%  ratio  instead 
of  the  95%  State-5%  county  ratio  which  was 
embodied  in  SB  154. 


CHILD  SUPPORT  ADMINISTRATION, 

COUNTY  SHARE $29,300,000 

Counties  are  encouraged  to  collect  support 
payments  from  absent  parents  in  an  effort  to 
hold  down  AFDC  cost  and  caseloads.  In  1979— 
80  it  is  proposed  that  the  county  costs  associated 
with  this  program  be  relieved  in  their  entirety. 


AFDC-ADMINISTRATION, 

COUNTY  SHARE $63,800,000 

In  1979-80  it  is  proposed  that  counties  be 
relieved  entirely  of  their  share  of  administrative 
costs  associated  with  the  AFDC  Program,  as 
they  were  in  1978-79. 

As  has  been  the  case  for  the  past  few  years, 
county  costs  of  administration  will  be  carefully 
monitored  and  controlled  by  the  State  Depart- 
ment of  Social  Services. 

FOOD  STAMP  ADMINISTRATION- 
COUNTY  SHARE $21,500,000 

Counties  are  presently  held  harmless  by  stat- 
ute from  administrative  costs  which  exceed  1973 
-74  levels,  or  $21.5  million.  It  is  proposed  that 
counties  be  relieved  of  their  costs  entirely  in 
1979-80.  A  similar  feature  in  the  same  amount 
was  included  in  SB  154. 

OTHER  FUNDING  $498,400,000 

It  is  proposed  that  block  grants  to  counties  be 
increased  from  the  current  year  level  of  $436 
million.  The  increase  is  intended  to  compensate 
for  additional  costs  which  will  occur  at  the  local 
level  as  the  result  of  the  proposed  change  in  State 
and  county  share  of  the  non-federal  costs  of  the 
BHI  program.  Preliminary  estimates  indicate 
that  the  combination  of  county  tax  sources  and 
State  fiscal  relief  will  allow  county  revenues  to 
increase  by  more  than  9  percent  over  1978-79. 


AID  TO  CITIES 


It  is  proposed  to  continue  the  current  year 
$250,000,000  level  of  fiscal  relief  to  cities.  Ad- 
justments will  be  proposed  to  eliminate  fiscal 
relief  to  cities  which  are  not  heavily  dependent 
on  the  property  tax.  In  addition,  an  effort  will  be 
made  to  minimize  any  constraints  attached  to 
city  fiscal  relief  in  an  effort  to  encourage  greater 


decision  making  and  priority  setting  at  the  local 
level. 

Preliminary  estimates  indicate  that  the  combina- 
tion of  city  tax  sources  and  State  fiscal  relief  of 
$250  million  will  allow  city  revenues  to  increase 
by  more  than  9  percent  over  1978-79. 


AID  TO  SPECIAL  DISTRICTS 


Special  districts  have  presented  the  most  dif- 
ficult problem  in  providing  fiscal  relief  to  local 
government.  The  sheer  number  of  districts  and 
differing  services  make  it  impossible  to  provide 
a  general  program  without  causing  hardship  to 
particular  districts. 

In  order  to  minimize  hardships,  it  is  proposed  to 
give  county  boards  of  supervisors  and  city  coun- 
cils broader  authority  in  allocating  fiscal  relief  to 
special  districts.  In  addition,  it  is  proposed  to 


give  city  and  county  government  additional  au- 
thority in  allocating  the  current  1  percent  prop- 
erty tax.  This  will  include  reducing  or 
eliminating  property  taxes  for  enterprise  dis- 
tricts. 

The  additional  flexibility  granted  to  local  gov- 
ernment along  with  an  increase  in  fiscal  relief 
from  $162  million  in  1978-79  to  $200  million  in 
1979-80  will  minimize  special  district  hard- 
ships. 
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Reserves 


LEGISLATION    AND  LEGISLATIVE 
AUGMENTATIONS 

The  Financial  Plan  initially  included  in  the 
Governor's  Budget  is  typically  amended  several 
times  as  the  budget  moves  through  the  Legisla- 
tive Process  and  as  the  fiscal  year  unfolds.  The 
Legislature  also  enacts  special  measures  requir- 
ing State  funding.  In  order  to  reflect  the  likeli- 
hood of  budget  augmentations  and  legislation 
for  the  1979-80  fiscal  year,  $150  million  of  Gen- 
eral Fund  monies  has  been  shown  as  a  reserve. 

PRUDENT  RESERVE 

Governmental  units  are  usually  faced  with  the 
uncertainty  of  estimating  future  income  and  out- 
go. For  the  past  year  or  so,  most  Executive  and 
Legislative  revenue  and  expenditure  estimates 
have  allowed  for  a  contingency  to  meet  any 
unexpected  shortfall  in  revenues  or  unforeseen 
expenditures.  With  the  current  mixed  forecasts 
of  1979  economic  activity,  it  is  now  more  impor- 
tant than  ever  to  provide  for  such  contingencies. 
A  General  Fund  reserve  of  three  percent  of  reve- 
nues ($480  million)  is  shown  for  this  purpose. 

HOUSING  DEVELOPMENT 

Housing  is  a  basic  necessity  of  life;  yet,  be- 
cause of  supply  imbalances  and  income  dispari- 


ties, a  significant  number  of  Californians  are 
excluded  from  homeownership  and  decent  rent- 
al opportunities. 

New  home  prices  have  increased  dramatically 
in  recent  years:  the  median  price  amounted  to 
$72,700  in  1978.  The  strength  of  the  housing 
market  has  been  such  that  builders  have  empha- 
sized the  construction  of  higher  priced  homes 
and  apartments.  Relatively  few  units  were  avail- 
able below  $40,000.  Prices  of  existing  units  of  all 
types  have  also  increased  substantially.  This 
situation  has  placed  significant  burdens  on  lower 
income  families  who  traditionally  have  acquired 
minimum  priced  homes. 

Furthermore,  most  of  California's  low-in- 
come families  are  renters,  faced  currently  with 
low  vacancy  rates  and  rising  rents.  It  is  estimat- 
ed that  up  to  1,000,000  such  households  can 
reasonably  afford  a  monthly  rent  of  no  more 
than  $150.  Only  600,000  units  are  available  at 
this  rent,  however,  and  few  of  these  are  vacant 
and  in  decent  condition. 

A  State  program  should  therefore  be  enacted 
to  stimulate  and  assist  in  the  production  of  hous- 
ing for  both  low-income  renters  and  potential 
homeowners.  This  budget  reserves  $100  million 
for  such  a  program.  The  Administration  will 
work  closely  with  members  of  the  Legislature  to 
determine  the  appropriate  form  and  direction  of 
the  program. 
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Expenditures 


This  year,  the  expenditure  portion  of  the  "A" 
Page  write-ups  is  in  two  parts. 

1.  Buff  colored  pages  for  "Reductions  in  Low 
Priority  Activities",  pages  A  21  to  A40. 
These  pages  detail  the  reductions  that  have 
been  made  as  a  response  to  the  people's 
mandate  to  hold  down  the  cost  and  size  of 
State  government. 

2.  White  pages  for  "Changes  and  Accom- 
plishments", pages  A41  to  A79.  These 
pages  are  the  more  traditional  write-ups 
highlighting  significant  budget  changes 
and  accomplishments. 
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Reductions  in  Low  Priority  Activities 


On  June  6,  1978,  California  voters  by  a  2  to 
1  margin  demanded  a  change  from  the  upward 
growth  in  California  government.  This  budget  is 
a  clear  response  to  the  people's  mandate. 

Over  the  years,  California's  population  and 
the  size  of  State  Government  have  grown  sub- 
stantially. Tax  revenues  have  also  increased  as 
the  source  of  State  funding  maintained  pace. 


Fueled  by  population  growth,  inflation  and 
the  continuing  demand  for  more  and  better  serv- 
ices, annual  expenditures  have  generally  in- 
creased on  the  average  of  9-12  percent 
— substantially  more  than  the  cost-of-living. 

The  chart  below  shows  the  percentage  that 
State  expenditures  have  changed  more  (or  less) 
than  the  California  Consumer  Price  Index. 


a 


EXPENDITURE  '  PERCENTAGE  CHANGES 
GREATER  (OR  LESS)  THAN  CPI 


1967-68      1968-69      1969-70  I  1970-71      1971-72  '  1972-73      1973-74    1974-75  i  1975-76      1976-77      1977-78    1978-79      1979-80 


Includes  General  Fund,  special  funds  and  selected  bond  funds.but  excludes  Local  Government  Fiscal  Relief. 
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The  number  of  State  employees  required  to 
supervise  and  administer  the  multitude  of  State 
funded  or  administered  programs  and  activities 
has  also  grown.  The  percentage  increase  in  em- 
ployees has  generally  exceeded  the  relative 
growth  in  the  State's  population  by  a  substantial 
margin,  as  illustrated  in  the  following  chart. 

This  upward  spiral  of  State  Government  ex- 
penditures has  come  to  an  abrupt  end  with 
Proposition  13.  Almost  immediately,  the  1978- 
79  Governor's  Budget  was  reduced  by  $1.3  bil- 
lion. 

The  1979-80  proposed  budget  intensifies  the 
thrust  to  achieve  the  maximum  use  of  the  public 
tax  dollar  and  to  hold  down  the  costs  of  State 
Government.  Difficult  decisions  have  been  made 
and  are  reflected  in  eliminations  and  reductions 
of  programs  and  activities  of  low  priority.  As  a 
result,  the  following  has  occurred. 

The   1979-80  General   Fund  Budget   is 
$2.4  billion  less  than  what  it  would  have 


been  under  business  as  usual  in  the  pre- 
Proposition  13  environment. 

Total  expenditures  have  been  held  down 
to  a  percentage  increase  of  less  than  one  per- 
cent— more  than  six  percent  below  the  ex- 
pected rate  of  inflation. 

More  than  sixty  boards,  commissions  and 
activities  have  been  eliminated. 

Over   5,000  personnel  years  have  been 
eliminated — the  first  time  a  decrease  has  oc- 
curred in  at  least  30  years. 
All  of  these  actions  result  from  a  review  of 
activities  in  order  to  increase  productivity,  econ- 
omy and  efficiency  while  continuing  to  meet  the 
public's  needs. 

The  most  significant  actions  to  hold  down  the 
cost  and  size  of  State  Government  are  discussed 
in  more  detail  in  the  following  pages  by  major 
program  areas.  Following  is  a  brief  summary  of 
personnel  years  and  dollar  reductions. 


PERCENTAGE  CHANGE  IN  PERSONNEL  YEARS 
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SUMMARY  OF  1979-80  REDUCTIONS 
IN  LOW  PRIORITY  ACTIVITIES 

Personnel 

Years  Amount 

Legislative,  Judicial,  Executive -362.9  -58,977,355 

State  and  Consumer  Services —541.6  —20,152,771 

Business  and  Transportation -2,209.2  -53,001,061 

Resources  -1,459.4  -42,668,120 

Health  and  Welfare -  562,9  -  20,605,987 

Education  -888.8  -299,708,259 

General  Government -686.0  -18,098,016 

Totals -6,710.9  -$463,211,569 

General  Fund (-2,982.7)  (-355,261.829) 

Special  funds (-2.024.3)  (-70,737,207) 

Non-governmental  cost  funds (-348.1)  (-13,758,929) 

Federal  funds (-362.0)  (-8,051,893) 

Other (-984.8)  (-15,401,711) 
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Legislative,  Judicial, 
and  Executive 

(Reductions  in  Low  Priority  Activities) 


In  developing  the  Legislative,  Judicial,  and 
Executive  programs  for  1979-80,  all  activities 
were  reviewed  in  order  to  increase  productivity, 
economy,  and  efficiency,  while  continuing  to 
provide  the  necessary  services.  Significant 
changes  were  as  follows: 

Personnel  years  Amount 

Total  Reductions -362.9  -$8,977,355 

General  Fund. -307.1  -7.801.186 

Special  Funds -29  -531.058 

Reimbursements —17  —394,724 

Federal  Funds -9.8  -250,387 


DEPARTMENT  OF  JUSTICE 

The  Department  will  be  reducing  lower  prior- 
ity program  activities  in  Legal  Services,  Law  En- 
forcement, and  Administration. 

This  reduction  will  equate  to  100  positions 
and  $2,121,600.  The  Department  will  identify 
the  specific  positions  to  be  reduced  prior  to  Leg- 
islative subcommittee  hearings  on  the  1979-80 
budget. 


Total  Reductions. 


Personnel  years 
-100 


Amount 
-$2,121,600 


BOARD  OF  EQUALIZATION 

The  Board  of  Equalization's  1979-80  budget 
proposes  a  reduction  of  $782,001  and  50  posi- 
tions. These  reductions  are  proposed  in  lower 
priority  areas  and  in  areas  where  alternate  meth- 
ods can  be  implemented  to  process  the  work- 
load. 


Totals  Reductions . 


Personnel  years 
-50 


Amount 
-$782,001 


COMMISSION  ON  VOTING  MACHINES 
AND  VOTE  TABULATING  DEVICES 

In  order  to  reduce  the  proliferation  of  State 
Government,  it  is  proposed  that  this  Commis- 
sion be  eliminated  and  the  responsibilities  of  the 
Commission  be  assumed  by  the  Secretary  of 
State.  Legislation  to  accomplish  this  will  be 
proposed. 

Personnel  years         Amount 
Total  Reductions -$21,000 


OTHER  LEGISLATIVE,  JUDICIAL  AND 
EXECUTIVE 

In  addition  to  the  significant  reductions  dis- 
cussed above,  the  departments,  boards,  and 
commission  within  the  Legislative,  Judicial  and 
Executive  area  also  made  permanent  reductions 
in  1979-80  of  106.4  person-years  and  -$5,695,- 
554  as  a  result  economies  initiated  in  the  current 
year. 

A  variety  of  other  low  priority  activities  were 
identified  by  these  departments,  boards,  and 
commissions  in  the  amount  of  $357, 200  and  13.8 
person-years.  These  amounts  have  been  elimi- 
nated from  the  1979-80  budget. 


Total  Reductions. 


Personnel  years 
-212.9 


Amount 
-$6,052,754 
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State  and  Consumer 
Services 

(Reductions  in  Low  Priority  Activities) 


In  developing  the  State  and  Consumer  Serv- 
ices programs  for  1979-80,  all  activities  were 
reviewed  in  order  to  increase  productivity,  econ- 
omy, and  efficiency  while  continuing  to  provide 
essential  services  to  the  other  agencies  of  state 
government  as  well  as  the  general  public.  Signifi- 
cant changes  were  as  follows: 

Personnel  years         Amount 

Total  Reductions -541.6  -$20,152,771 

General  Fund. -165.9  -5.307.109 

Special  Funds -108.2  -3.970.602 

Non-governmental  Cost  Funds  ....    —264.5  -10.790.060 

Reimbursements  —3  —85,000 


CONSUMER  AFFAIRS 

The  1979-80  budget  for  the  Department  of 
Consumer  Affairs  proposes  the  abolishment  or 
phasing  out  of  15  professional  licensing  boards 
or  major  programs  within  boards  including:  the 
Board  of  Behavioral  Science  Examiner's  Licens- 
ing Program  for  Social  Workers,  the  Cemetery 
Board,  the  Tax  Preparers  Program,  the  Board  of 
Architectural  Examiners,  the  Board  of  Regis- 
tered Construction  Inspectors,  the  Board  of 
Registration  for  Geologists  and  Geophysicists, 
the  Board  of  Landscape  Architects,  the  Board  of 
Registration  for  Professional  Engineers'  Title 
Act  Enforcement  Program,  the  Structural  Pest 
Control  Board's  program  for  maintaining  files 
on  inspections,  the  State  Athletic  Commission's 
licensing  and  regulation  of  professional  wres- 
tlers, Board  of  Cosmetology's  student  record 
program,  the  Board  of  Fabric  Care,  the  Bureau 
of  Home  Furnishings'  field  inspection  program. 


the  Nurses'  Registry  and  the  Certified  Short- 
hand Reporters  Board. 

Five  basic  criteria  were  applied  in  reaching 
the  decision  to  terminate  these  programs: 
1 .  Consumers  of  the  service  regulated  are  suf- 
ficiently sophisticated  and  knowledgeable 
to  protect  their  own  interests  without  State 
intervention. 

2.  The  public's  health/safety/welfare  is  not 
significantly  affected  by  the  practice  of  the 
"profession"  being  regulated. 

3.  Viable  alternatives  to  licensure  and  regula- 
tion by  the  State  exist. 

4.  The  licensing  and  regulatory  activities  in- 
volved have  been  ineffective  in  protecting 
the  public's  health/safety/welfare  and/or 
ensuring  quality  services. 

5.  The  licensing  and  regulatory  activities  in- 
volved have  unduly  inhibited  competition 
and/or  restricted  entry  into  and  mobility 
within  the  "profession." 

The  abolition  of  these  1 5  programs  will  elimi- 
nate unnecessary  and  unproductive  State  regula- 
tion of  approximately  78,000  professionals  while 
allowing  expanded  professional  opportunities 
for  thousands  more.  Estimated  savings  in  the 
1979-80  fiscal  year  from  the  phased  out  elimina- 
tion of  these  programs  are  projected  at  $1,674,- 
214.  Legislation  will  be  proposed  to  accomplish 
the  statutory  abolishment  of  these  programs. 

In  addition,  the  1979-80  budget  calls  for  a 
merger  of  the  Barber  and  Cosmetology  Boards 
and  an  elimination,  through  legislation,  of  the 
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Boards'  licensing  and  regulatory  activities  which 
do  not  directly  impact  upon  the  health  and 
safety  of  the  consumer.  Legislation  will  be 
proposed  for  these  changes  which  will  eliminate 
unnecessary  government  intrusion  into  the  ac- 
tivities of  approximately  210,000  barbers  and 
cosmetologists  while  opening  up  professional 
opportunities  for  thousands  more. 

Legislation  will  also  be  proposed  to  eliminate 
the  Consumer  Advisory  Council  as  well  as  the 
Advisory  Boards  to  the  Bureaus  of  Home  Fur- 
nishings, Employment  Agencies,  Collection  and 
Investigative  Services,  Repair  Services,  and  Au- 
tomotive Repair  at  a  savings  of  $32,950  to  spe- 
cial fund  accounts  and  $31,830  to  the  General 
Fund.  However,  the  Director  of  the  Department 
as  well  as  individual  Bureau  Chiefs  will  be  re- 
quired to  consult  on  a  regular  basis  with  a  wide 
array  of  licensees  and  consumers. 

Finally  the  building  and  maintenance  pro- 
gram is  being  reduced  by  $30,000  and  several 
functions  within  the  Division  of  Consumer  Serv- 
ices are  also  being  reduced  or  eliminated  includ- 
ing: advertising  substantiation,  research  and 
development,  and  legal  services  at  savings  of 
$129,452  and  $29,438  to  the  General  Fund  and 
Special  Funds  respectively. 


GENERAL  SERVICES 

To  reduce  lower  priority  program  expendi- 
tures, yet  still  provide  State  agencies  with  ade- 
quate support  services,  the  Department  will 
adjust  the  level  of  janitorial  services  provided  to 
State  offices  resulting  in  a  reduction  of  78  posi- 
tions in  the  Buildings  and  Grounds  Division. 


Total  Reductions. 


Personnel  years 

-78 


Amount 

-$899,844 


STATE  AND  CONSUMER  SERVICES 
AGENCY— ALL  OTHER  DEPARTMENTS 

In  addition  to  the  significant  budget  adjust- 
ments which  are  detailed  above  by  major  pro- 
gram areas,  the  following  represents  a  brief 
summary  of  the  remaining  personnel  and  dollar 
reductions  for  the  State  and  Consumer  Services 
Agency. 

As  a  result  of  economies  initiated  in  the  cur- 
rent year,  357.7  personnel-years  and  $15.7  mil- 
lion permanent  reductions  have  been  made  in 
the  1979-80  budget.  In  addition,  $1.6  million 
and  35.7  person-years  have  been  reduced  from 
the  various  budgets  in  an  effort  to  eliminate  low 
priority  programs  and  activities. 


Total  Reductions. 


Personnel  years         Amount 

-70.2  -$1,927,884 


Total  Reductions. 


Personnel  years 
-393.4 


Amount 

617,325,043 
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Business  and 

Transportation 

Agency 


(Reductions  in  Low  Priority  Activities) 


In  developing  the  Business  and  Transporta- 
tion Agency  programs  for  1979-80,  all  activities 
were  reviewed  in  order  to  increase  productivity, 
economy,  and  efficiency,  while  continuing  to 
provide  necessary  services. 

Personnel  years  Amount 

Total  Reductions -2,209.3  -$53,001,061 

General  Fund. -1974  -3,572,524 

Special  Funds -1,556.5  -47,254,385 

Nongovernmental  Cost  Funds — 1.4  —46,502 

Other. -454  -2,127.650 


ALCOHOLIC  BEVERAGE  CONTROL 

Reductions  of  low-priority  activities  include 
15  positions  in  the  licensing  program  and  30 
positions  in  the  compliance  program.  These  re- 
ductions total  $585,000. 

In  addition,  various  other  departmental  low- 
priority  reductions  result  in  savings  of  7  posi- 
tions and  $250,714. 


Total  Reductions. 


Personnel  years 
-52 


Amount 

-835,714 


BANKING 

The  State  Banking  Department  will  restruc- 
ture its  Bank  and  Trust  examination  program  to 
increase  its  effectiveness  by  requesting  legisla- 
tion to  provide  greater  management  discretion 
in  the  examination  cycle.  This  will  allow  the 
examination  process  to  be  accomplished  with 
26.4  less  positions  at  a  savings  of  $131,853. 


Other  economies  in  the  department  will  elimi- 
nate an  additional  11.2  positions  for  a  savings  of 
$124,000. 


Total  Reductions. 


Personnel  years 
-37.6 


Amount 

-$255,853 


CORPORATIONS 

Significant  proposed  adjustments  to  the  De- 
partment of  Corporations  include: 

1.  The  elimination  of  the  licensing  of  broker- 
dealers  resulting  in  the  savings  of  13  posi- 
tions and  $157,000.  This  will  require  legis- 
lation. 

2.  The  extension  of  the  examination  cycle  of 
industrial  loan  companies  to  48  months 
saving  2  positions  and  $32,000  per  year. 

3.  The  elimination  of  examinations  of  person- 
al property  brokers  resulting  in  a  savings  of 
13  positions  and  $219,000. 

4.  The  elimination  of  licensing  of  solicitors 
and  solicitor  firms  saving  2.5  positions  and 
$14,000.  This  will  require  legislation. 

5.  The  closing  of  the  San  Diego  office  result- 
ing in  a  reduction  of  3.7  positions  and  a 
savings  of  $67,000. 

6.  Various  reductions  department- wide  will 
result  in  savings  of  35.9  positions  and 
$687,000. 


Total  Reductions. 


Personnel  years 
-70.1 


Amount 
-$1,166,000 
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HOUSING  AND  COMMUNITY 
DEVELOPMENT 

The  Department  of  Housing  and  Community 
Development  proposes  to  transfer  to  local  gov- 
ernment, along  with  the  fees  collected,  the  re- 
sponsibility to  inspect  mobile  home  parks  and 
accessory  structures.  This  action  which  will  re- 
quire legislation  results  in  a  reduction  of  45  posi- 
tions and  $662,000. 

In  addition,  legislation  will  be  sponsored  to 
abolish  the  Commission  of  Housing  and  Com- 
munity Development  and  transfer  its  duties  to 
the  Director  of  the  Department  of  Housing  and 
Community  Development  for  a  savings  of  $12,- 
500.  Departmental  savings  from  a  review  of  low- 
er priority  programs  result  in  the  elimination  of 
another  22  positions  and  $537,000. 


Total  Reductions . 


Personnel  years 
-67 


Amount 
-51,211,000 


INSURANCE 

The  Department  has  reduced  its  personal 
services  and  operating  expense  budget  20  per- 
sonnel years  and  $557,982  on  the  basis  of  a  re- 
view of  low  priority  programs.  Additionally, 
various  activities  were  reduced  in  1979-80  in- 
cluding the  elimination  of  licensing  exclusive 
agents  and  reduced  field  examinations  of  insur- 
ance companies.  These  reductions  include  42  po- 
sitions and  $669,790. 


Total  Reductions. 


Personnel  years 
-62 


Amount 

-SI. 227,772 


REAL  ESTATE 

Significant  proposed  adjustments  in  the  De- 
partment of  Real  Estate  will  be  as  follows: 

1.  The  Department  will  sponsor  legislation 
which  will  eliminate  the  examination  and 
licensing  of  real  estate  salespersons  with  a 
savings  of  40  positions  and  $332,000. 

2.  The  Department  will  sponsor  legislation  to 
eliminate  public  subdivision  reports  within 
cities  at  a  savings  of  6.5  positions  and 
$115,000. 

3.  The  Department  will  sponsor  legislation  to 
eliminate  public  subdivision  reports  on  less 
than  1 1  lots  at  a  savings  of  3  positions  and 
$38,200. 

4.  The  Department  will  reduce  its  education 
research  activities  by  $123,000. 


In  addition,  other  changes  will  be  undertaken 
to  eliminate  25.5  positions  and  $721,000. 


Total  Reductions. 


Personnel  years 
-75.5 


Amount 
-51.329.000 


SAVINGS  AND  LOAN 

The  Department  of  Savings  and  Loan  will  em- 
ploy greater  management  discretion  in  the  ex- 
amination cycle  and  in  its  Facilities  Licensing 
responsibility.  This  will  allow  the  department  to 
reduce  the  staff  by  27  positions  at  a  savings  of 
$272,000  in  1979-80.  Other  savings  provide  for 
a  reduction  of  10  positions  and  $252,000. 


Total  Reductions. 


Personnel  years 
-37 


Amount 

-5524,000 


TRANSPORTATION 

The  Department  of  Transportation  has  re- 
duced its  personal  services  and  operating  ex- 
penses by  350  positions  and  $14,500,000  as  a 
result  of  a  review  of  low  priority  programs. 

The  Department  will  sponsor  legislation  to 
reduce  construction  of  grade  separation  projects 
on  local  roads  recognizing  a  higher  priority  ex- 
ists for  expenditures  on  other  traffic  safety 
projects;  savings  include  6  positions  and  $7,500,- 
000. 

Toll  bridge  collection  is  proposed  for  elimina- 
tion between  the  hours  of  10  p.m.  and  6  a.m.  for 
a  savings  of  55  positions  and  $1,500,000. 

Planning  assistance  to  various  regional  trans- 
portation planning  agencies  is  reduced  for  a  sav- 
ings of  17  positions  and  $612,500. 

The  purchase  of  abandoned  railroad  rights-of- 
way  will  be  discontinued  in  the  budget  year  for 
a  savings  of  1  position  and  $2,682,000. 

Other  savings  provide  for  a  reduction  of  3.2 
positions  and  $1,201,000. 

Personnel  years  Amount 

Total  Reductions -432.2  -$27,995,500 


CALIFORNIA  HIGHWAY  PATROL 

Significant  reductions  in  the  Department  of 
the  California  Highway  Patrol's  budget  are: 

1 )  The  elimination  of  the  Vehicle  Noise  Re- 
duction and  Control  Program  which  will 
require  legislation.  Savings  are  to  be  18.1 
positions  and  $224,689. 
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2)  The  elimination  of  the  Approval  and  Cer- 
tification of  Devices  Program  which  will 
require  legislation.  Savings  are  to  be  3  po- 
sitions and  $45,612. 

3 )  The  elimination  of  the  Standards  and  Con- 
formity Control  Program  which  will  re- 
quire legislation.  Savings  are  to  be  11.3 
positions  and  $168,879. 

4)  The  reduction  of  the  Vehicle  Ownership 
Security  Program.  Savings  are  to  be  19 
positions  and  $466,493. 

5  )  The  elimination  of  the  Abandoned  Vehicle 
Abatement  Program  which  will  require 
legislation.  Savings  are  to  be  10.5  positions 
and  $1,539,237. 

6)  The  elimination  of  departmental  adminis- 
tration of  the  county-contracted  School 
Crossing  Guard  Program  which  will  re- 
quire legislation.  Savings  are  to  be  400  po- 
sitions and  $1,250,000. 

7)  The  elimination  of  the  Management  De- 
velopment Program.  Savings  are  to  be  5.7 
positions  and  $179,218. 

In  addition,  various  low  priority  reductions 
department-wide  will  result  in  savings  of  200.8 
positions  and  $6,807,823. 

Personnel  years         Amount 
Total  Reductions -668.4  -$10,681,951 


MOTOR  VEHICLES 

The  Department  of  Motor  Vehicles  will  spon- 
sor legislation  to  accomplish  the  following  re- 
ductions: 

1 )  The  elimination  of  the  Unpaid  Parking  Vi- 
olation Program.  This  will  result  in  a  sav- 
ings of  93.3  positions  and  $686,698. 

2)  The  elimination  of  Exempt  Vehicle  Regis- 
tration. This  will  result  in  savings  of  17 
positions  and  $110,017. 

3)  The  issuance  of  single  license  plates.  This 
will  result  in  a  savings  of  $325,950. 

4)  The  four  year  extension  of  driver's  li- 
censes. This  will  result  in  savings  of  283.3 
positions  and  $1,595,248. 

5)  The  increase  of  the  threshold  of  reportable 
accidents  to  $1,000.  This  will  result  in  sav- 
ings of  89.7  positions  and  $591,126. 

6)  The  elimination  of  the  licensing  of  sales- 
persons. This  will  result  in  savings  of  26 
positions  and  $160,810. 

In  addition,  various  low  priority  reductions 
departmentwide  will  result  in  savings  of  198  po- 
sitions and  $4,304,422. 


Total  Reductions. 


Personnel  years 
-707.3 


Amount 

-$7,774,271 
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Resources 


(Reductions  in  Low  Priority  Activities) 


In  developing  the  resources  programs  for 
1979-80,  all  activities  were  reviewed  in  order  to 
increase  productivity,  economy  and  efficiency 
while  continuing  to  enhance  California's  envi- 
ronment. Significant  changes  eliminating  lower 
priority  activities  were  as  follows: 

Personnel  years  Amount 

Total  Reductions -  1,459.4  -$42,668,120 

General  Funds -572.2  -16,173,795 

Special  funds -291  -10,859,556 

Non-governmental  cost  funds  ..  —80.6  —2,724,959 

Federal  funds -34.8  —702,744 

Other. -480.8  -12,207,066 

ENERGY  RESOURCES  CONSERVATION  AND 
DEVELOPMENT  COMMISSION 

The  Energy  Commission,  after  close  scrutiny 
of  its  administrative  and  management  activities, 
has  determined  that  a  reduction  of  12.6  person- 
years  and  a  savings  of  $1,205,399  could  be  real- 
ized without  a  reduction  in  the  efficiency  and 
quality  of  service  provided  in  administering  the 
Commission's  programs. 

The  Commission  will  also  be  reducing  its  reg- 
ulatory and  planning  activities  by  14.5  person- 
years  and  $982,405  to  reflect  reductions  in  low 
priority  activities  and  a  decrease  in  reimbursable 
EIR  workload  since  the  power  plant  siting  proc- 
ess will  become  the  functional  equivalent  of  the 
previously  required  Environmental  Impact  Re- 
ports beginning  in  January  of  1979. 

Finally,  the  Commission's  conservation  pro- 
gram will  be  reduced  by  32.4  person-years  and 
$1,344,672  as  a  result  of  a  decrease  in  conserva- 
tion standards  development,  as  the  commission 
moves  into  the  implementation  phase  of  these 
activities,  and  a  reduction  in  low  priority  conser- 
vation studies  and  projects. 

Personnel  years         Amount 
Total  Reductions -59.5  -$3,532,476 


CALIFORNIA  CONSERVATION  CORPS 

In  order  to  reduce  government  costs,  the 
1979-80  budget  proposes  to  not  open  two  of  the 
eight  new  base  centers  scheduled  for  opening  in 
the  spring  of  1979.  This  would  reduce  approxi- 
mately $1,512,000  General  Fund,  and  26  base 
center  positions  from  base  center  operations. 


Total  Reductions . 


Personnel  years 
-26 


Amount 

-$1,512,000 


FORESTRY 

By  careful  review  of  fire  protection  needs,  it 
was  determined  that  a  few  direct  fire  protection 
operations  could  be  reduced  in  addition  to  vari- 
ous support  and  fire  prevention  activities  while 
continuing  to  maintain  an  adequate  level  of  serv- 
ice. The  1979-80  budget  for  the  Department  of 
Forestry  reflect  these  lower  priority  program  re- 
ductions of  $2,600,800  and  89  positions  for  vari- 
ous fire  protection  and  fire  prevention  activity  in 
the  Watershed  and  Fire  Protection  Program. 

In  addition,  in  reviewing  contractual  fire  pro- 
tection services  provided  local  governments  it 
was  determined  that  where  virtually  all  the  De- 
partment of  Forestry  employees  were  perform- 
ing structual  fire  protection  rather  than  their 
prime  mission  of  wildland  fire  protection,  the 
county  should  provide  its  own  fire  protection 
rather  than  continue  to  purchase  it  from  the 
State.  The  1979-80  budget  reflects  a  reduction  of 
470.5  structural  fire  fighter  positions  and  a  re- 
duction of  $10,576,737  in  reimbursements  in  the 
fire  protection-local  government  contract  pro- 
gram for  termination  of  the  Orange  County  con- 
tract. With  the  termination  of  this  contract, 
State  responsibility  lands  will  be  protected  by 
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Orange  county,  and  will  require  a  reduction  of 
47.2  wildland  fire  fighter  positions  and  $431,900 
General  Fund.  In  addition  3  support  related  po- 
sitions will  be  reduced  with  the  termination  of 
this  contract.  The  General  Fund  savings  is  offset 
by  need  to  replace  some  $366,931  of  lost  reim- 
bursement support  to  continuing  overhead  costs 
and  one-time  potential  relocation  costs  of 
$1,000,000  for  those  employees  who  may  choose 
to  stay  with  the  Department  and  move  to  other 
locations  rather  than  transfer  to  Orange  County. 


Total  Reductions. 


Personnel  years 
-609.7 


Amount 

-$12,242,506 


SEISMIC  SAFETY  COMMISSION 

In  order  to  streamline  governmental  activities 
and  eliminate  potential  duplication  between 
government  agencies,  legislation  will  be 
proposed  to  abolish  the  Seismic  Safety  Commis- 
sion effective  January  1,  1980.  This  action  will 
leave  the  Department  of  Conservation  as  the 
sole  agency  responsible  for  earthquake  related 
studies  and  activities. 


Total  Reductions. 


Personnel  years 
-9.8 


Amount 
-$193,125 


FISH  AND  GAME 


In  order  to  achieve  cost  savings,  this  depart- 
ment will  be  reducing  lower  priority  services 
previously  provided  to  hunter  and  fisherpersons. 
Two  of  the  department's  older  fish  hatcheries 
are  proposed  for  elimination  as  are  several  lower 
priority  management  and  research  efforts  in  the 
marine  and  trout  program  areas.  In  addition,  the 
older  research  vessel,  Alaska,  will  be  decommis- 
sioned and,  when  needed  for  ongoing  research 
purposes,  contract  vessels  will  be  rented. 


Total  Reductions. 


Personnel  years 
-106.5 


Amount 
-$3,268,600 


PARKS  AND  RECREATION 

The  Department  of  Parks  and  Recreation  will 
be  reducing  lower  priority  services  in  its  state- 
wide headquarters  and  transferring  of  opera- 
tions of  several  parks  to  the  National  Park 
Service  in  1979-80.  The  resulting  personnel  re- 
ductions will  be  administered  so  that  existing 
staff  will  have  maximum  opportunity  to  relocate 
to  the  32  park  units  which  will  have  expanded 
facilities  or  which  will  be  opening  for  the  first 
time  in  1979-80. 


Total  Reductions. 


Personnel  years         Amount 
-105  -$2,643,355 


WATER  RESOURCES 

This  department  will  be  reducing  lower  prior- 
ity programs  in  the  planning  area  primarily  by 
deferring  or  terminating  water  management 
studies  and  data  collection  efforts.  In  addition, 
flood  management  activities  will  be  curtailed  in 
areas  least  likely  to  be  flooded.  Departmental 
overhead  activities  will  also  be  reduced  in  order 
to  achieve  additional  savings. 


Total  Reductions. 


Personnel  years         Amount 
-71.8  -$2,420,200 


WATER  RESOURCES  CONTROL  BOARD 

After  intense  review,  several  low  priority  wa- 
ter quality  related  activities  have  been  identified 
for  reduction.  The  impact  of  the  reduction  of 
these  activities  on  the  quality  of  the  State's  wa- 
ters will  be  minor.  Review  and  permitting  activi- 
ties related  to  smaller  dischargers  will  be 
curtailed  while  concentration  on  larger  more 
significant  dischargers  will  continue.  Reduced 
support  by  the  Federal  Government  has  resulted 
in  elimination  of  low  priority  activities  in  the 
waste  treatment  plant  construction  coordination 
area.  Legislation  will  be  proposed  to  eliminate 
duplication  with  the  Department  of  Health 
Services  in  the  liquid  waste  tanks  licensing  pro- 
gram so  the  Board  can  reduce  4.2  personnel 
years  and  $126,000. 


Total  Reductions. 


Personnel  years 
-46.5 


Amount 
-$1,103,716 


OTHER  RESOURCE  REDUCTIONS 

In  addition  to  the  significant  reductions  dis- 
cussed above,  the  Resources  Agency,  depart- 
ments, boards,  and  commissions  also,  as  a  result 
of  economies  initiated  in  the  current  year,  have 
made  permanent  reductions  of  393.3  person- 
years  and  $13,285,114  in  the  1979-80  budget.  In 
addition  a  variety  of  other  low  priority  activities 
were  identified  for  reduction  by  these  depart- 
ments, boards,  and  commissions  in  the  amount 
of  $2,467,028  and  31.3  person-years. 


Total  Reductions. 


Personnel  years         Amount 
-424.6  -$15,752,142 


A-34 


Health  and  Welfare 


(Reductions  in  Low  Priority  Activities) 


The  following  table  summarizes  the  reduc- 
tions proposed  for  1979-80  in  the  Health  and 
Welfare  programs  to  meet  the  people's  mandate 
for  reduced  governmental  expenditures. 

All  departments,  boards,  and  commissions 
were  asked  to  evaluate  their  existing  programs  to 
see  if  positions  and  expenditures  could  be  re- 
duced while  the  quality  and  quantity  of  essential 
services  continue  to  be  delivered.  Significant 
changes  are  as  follows: 

Personnel  years  Amount 

Total  Reductions -562.9  -$20,605,987 

Genera/  Fund. -342.6  -15,226.431 

Special  funds -3  -191.822 

Federal  funds -217.3  -5.187,734 


Department  of  Social  Services 

The  Department  is  evaluating  its  existing  pro- 
grams in  order  to  identify  lower  priority  serv- 
ices. These  less  essential  activities  will  be 
eliminated  in  the  current  year  and  the  savings 
continued  into  the  budget  year  for  an  annual 
reduction  of  $3.4  million  and  114.6  positions. 
Another  10  positions  are  proposed  for  elimina- 
tion from  the  demonstration  programs  in  the 
budget  year  for  a  savings  of  $.2  million. 


Total  Reductions. 


Personnel  years         Amount 
-124.6  -$3,623,450 


Department  of  Health  Services 

Economies  in  State-funded  programs  have 
made  it  possible  for  the  Department  of  Health 
Services  to  make  reductions  of  165  positions  and 
$4.9  million  in  the  current  year.  In  the  main, 
these  savings  have  not  caused  unacceptable  in- 
terruptions in  essential  services  and  are  con- 
tinued into  the  budget  year.  In  addition,  in 
reviewing  its  priorities,  the  Department  identi- 
fied lower  priority  activities  in  the  amount  of  0.6 
million  and  43  positions  that  can  be  reduced  in 
the  budget  year  with  minimum  impact  on  pro- 
gram performance. 


Total  Reductions. 


Personnel  years 
-208 


Amount 

-$5,476,286 


Department  of  Corrections 

In  order  to  achieve  statewide  economies  and 
increase  productivity,  the  Department  of  Cor- 
rections made  reductions  of  $2,692,000  and 
16.5  positions  in  the  current  year.  These  reduc- 
tions will  be  continued  into  the  budget  year.  In 
addition,  by  carefully  analyzing  current  func- 
tions and  identifying  lower-priority  activities, 
the  Department  has  identified  50  positions  and 
$1,099,122  which  are  proposed  for  elimination 
while  maintaining  the  quality  and  quantity  of 
essential  services. 


Total  Reductions. 


Personnel  years 
-66.5 


Amount 

-$3,791,122 
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Department  of  Youth  Authority 

To  achieve  statewide  economies,  the  Depart- 
ment made  reductions  of  31.8  positions  and  $1,- 
265,000  in  the  current  year.  These  reductions 
will  be  continued  into  the  budget  year.  In  addi- 
tion, by  revising  lower-priority  services  in  the 
budget  year,  the  Department  has  been  able  to 
redirect  25  existing  positions  in  order  to  expand 
the  Intensive  Treatment  Program  for  Youth  Au- 
thority wards. 


Total  Reductions. 


Personnel  years 
-31.8 


Amount 
-$1,265,000 


Other  Health  and  Welfare  Reductions 

Although  the  reductions  discussed  above  are 
the  most  significant,  economies  made  by  other 
departments  within  the  Health  and  Welfare 
Agency  make  it  possible  to  effect  savings  of  49 
person-years  and  $5,272,734  in  the  current  year. 
These  are  permanent  reductions  which  are  re- 
flected in  the  1979-80  budget.  Also,  a  number  of 
other  low  priority  activities  were  identified  for 
reductions  in  the  amount  of  $1,177,395  and  83 
person-years. 

Personnel  years         Amount 
Total  Reductions -132  -$6,450,129 
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Education 


Education  programs  include  those  whose  pur- 
pose is  to  teach  elementary  and  secondary  stu- 
dents (K-12)  the  basic  skills  required  to 
function  as  productive  adults.  In  addition,  the 
State  supports  many  institutions  of  Higher 
Learning  (Postsecondary  Education)  whose 
purpose  is  to  train  students  in  the  various  profes- 
sions, grant  baccalaureate  degrees,  occupational 
training  and  adult  education.  The  passage  of 
Proposition  13  especially  affected  the  funding 
from  local  property  tax  sources  for  K-12  and 
the  Community  Colleges.  Programs  were  exam- 
ined especially  those  to  be  expanded  under  the 
provisions  of  AB  65  and  adjustments  have  been 
proposed  to  make  funds  available  for  the  Local 
Government  Relief  bill  which  includes  supple- 
mentary funds  for  K-12  and  the  Community 
Colleges.  Significant  changes  were  as  follows: 

Personnel 

K-12  Years  Amount 

Total  Reductions  -74.8  -$254,998,811 

General  Fund -53.2  -247.471,403 

Special  Funds -  —7,000,000 

Nongovernmental  Cost  Funds  ..  —1.6  — 197,408 

Other -20  -330,000 

Higher  Education 

Total  Reductions -814  -$44,709,448 

Genera/ Fund -811.5  -44.608,448 

Special  Funds —2.5  —101.000 


EDUCATION 

In  the  support  budget  of  the  department,  it  is 
proposed  that  reductions  of  74.8  positions  repre- 
senting $2,021,608  from  all  funds  be  achieved. 
Of  these  positions  24.8  will  be  eliminated  in  the 
current  year,  and  an  additional  50  positions  in 


(Reductions  in  Low  Priority  Activities) 


the  budget  year  including  30  general  funded  po- 
sitions representing  a  savings  of  $495,000.  These 
positions  will  generally  represent  those  which 
are  vacant  as  a  result  of  the  Governor's  hiring 
freeze. 

The  major  savings  in  the  local  assistance 
budget  are  proposed  in  programs  which  were 
included  in  AB  65  (Chapter  894,  Statutes  of 
1977).  The  1979-80  Budget  proposes  to  reduce 
the  statutory  appropriation  through  in-lieu  ap- 
propriations for  the  following  programs: 

1.  The  School  Improvement  Program  is  re- 
duced by  $38,530,000,  resulting  in  a  budget 
year  level  of  $1 15,207,000,  which  will  main- 
tain the  statutory  level  of  per-child  allow- 
ances for  all  current  year  program 
participants. 

2.  The  Economic  Impact  Aid  Program  is  re- 
duced by  $65,527,1 18  from  the  statutory  ap- 
propriation level  of  $189,579,000  in  order  to 
maintain  the  current  year  funding  level  for 
the  combined  Educationally  Disadvantaged 
Youth  and  Bilingual/Bicultural  programs. 

3.  School  apportionments  were  reduced  by 
$127,274,539  from  the  statutory  level  of 
support  provided  by  the  formula  allocations 
established  in  AB  65.  The  Budget  reduction 
establishes  a  General  Fund  base  equal  to 
current  year  apportionments.  This  reduc- 
tion is  offset  by  a  6%  cost-of-living  adjust- 
ment for  apportionments  shown  in  the  A 
page  section  "Changes  and  Accomplish- 
ments. The  total  for  apportionments  in  the 
budget  year  is  $2,737,827,565. 
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4.  For  the  Urban  Impact  Aid  Program  AB  65 
contained  a  statutory  appropriation.  Chap- 
ter 292,  Statutes  of  1978  (SB  154)  and  the 
Budget  Act  of  1978  reduced  the  current 
year  AB  65  appropriation  to  $44,065,800. 
The  1979-80  budget  proposes  to  maintain 
the  current  year  funding  level  and  thereby 
provide  a  $8,186,200  reduction  in  funding 
compared  to  the  1979-80  AB  65  appropria- 
tion. 

5.  The  1979-80  Budget  reduces  the  School 
Staff  Development  and  Resource  Centers 
program  by  $655,500  from  the  AB  65  statu- 
tory appropriation,  resulting  in  a  budget 
year  level  of  $945,000. 

In  addition  to  these  AB  65  reductions,  the 
budget  proposes  a  $7  million  transfer  from 
the  Driver  Training  Penalty  Assessment 
Fund  surplus  to  the  General  Fund. 

The  State  Instructional  Materials  Fund 
receives  an  annual  General  Fund  transfer 
based  on  the  number  of  students  in  kinder- 
garten and  grades  1  through  8  times  a  statu- 
tory appropriation  amount  per-student.  The 
current  year  funding  level  of  $38,351,080  is 
proposed  for  continuance  in  the  budget 
year.  This  maintenance  of  funding  results  in 
a  $5,803,846  reduction  in  funding  when 
compared  to  the  statutorily  authorized  lev- 
el. 


Total  Reductions. 


Personnel  years         Amount 
-74.8         -$254,998,811 


CALIFORNIA  STATE  UNIVERSITY 
AND  COLLEGES 

The  1979-80  budget  reflects  a  reduction  in  the 
form  of  $6,919,343  unidentified  savings.  To  pro- 
vide the  California  State  University  and  Colleges 
with  maximum  flexibility  in  meeting  this  re- 
quirement, no  specific  program  reductions  are 
identified  at  this  time.  The  Trustees  have  formed 
separate  task  forces  to  examine  several  areas  for 
possible  reductions.  The  task  forces  will  evaluate 
academic  programs,  regional  consolidation,  ad- 
ministration, and  other  cost  activities  to  arrive  at 
specific  recommendations.  Recommendations 
will  be  delivered  to  the  Trustees  no  later  than 
May  1979.  The  1979-80  budget  also  continues 
the  budgeted  reductions  of  $14,050,000  which 
represents  390.1  personnel  years. 


Total  Reductions. 


Personnel  years         Amount 
-390.1  -$20,969,343 


BOARD  OF  GOVERNORS,  CALIFORNIA 
COMMUNITY  COLLEGES 

As  a  result  of  limited  funds,  capital  outlay  is 
being  proposed  at  a  reduced  level,  which  in  turn 
reduces  the  workload  of  the  Facilities  Planning 
Unit  in  the  Chancellor's  Office.  Therefore  it  is 
proposed  to  eliminate  three  positions  and  the 
associated  funding  ($102,305)  in  that  unit. 

The  Chancellor's  Office  also  reduced  $27,737 
in  operating  expenses  and  equipment  and  one 
position  and  $25,639  in  personnel  services  in 
both  current  and  budget  years. 


HIGHER  EDUCATION 


Total  Reductions   

'  Excludes  apportionments. 


Personnel  years 
-4 


Amount 

-$155,681 


UNIVERSITY  OF  CALIFORNIA 

An  unidentified  savings  of  $7.7  million  has 
been  included  in  the  University's  budget  to  assist 
in  financing  the  higher  priority  needs  of  the 
State.  This  reduction  will  be  identified  by  the 
University  from  lower  priority  programs  and  ex- 
penditures. The  budget  also  continues  the  reduc- 
tions of  $15.4  million  first  made  in  1978-79. 
This  represents  a  reduction  of  409  Personnel 
Years. 


Total  Reductions. 


Personnel  years         Amount 
-409         -$23.1  million 


OTHER  EDUCATION  REDUCTIONS 

There  are  a  number  of  small  commissions  and 
activities  included  under  education.  These  in- 
clude Hastings  College  of  Law,  the  California 
Maritime  Academy,  California  Postsecondary 
Education  Commission,  Student  Aid  Commis- 
sion and  Commission  for  Teacher  Preparation 
and  Licensing.  Reductions  have  been  identified 
which  will  not  affect  their  ability  to  carry  out 
their  responsibilities. 

Personnel  years         Amount 
Total  Reductions -10.9  -$484,424 
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General  Government 


(Reductions  in  Low  Priority  Activities) 


In  developing  the  General  Government  pro- 
grams for  1979-80,  all  activities  were  reviewed 
in  order  to  increase  productivity,  economy  and 
efficiency  while  continuing  to  provide  the  neces- 
sary services.  Significant  changes  were  as  fol- 
lows: 

Personnel  years  Amount 

Total  Reductions -686  -$18,098,016 

General  Fund. -541.8  -15,100,933 

Special  fund —  34.1  -828,784 

Federal  funds -100.1  -1,911,028 

Reimbursements  — 10  —257.271 


AGRICULTURAL  LABOR  RELATIONS  BOARD 

In  1979-80,  the  budget  for  the  Agricultural 
Labor  Relations  Board  proposes  a  reduction  of 
20.3  positions  and  $825,000.  This  reduction  is  to 
be  accomplished  in  part  by  centralizing  a  por- 
tion of  the  General  Counsel's  field  operations  in 
the  headquarters  office  and  generally  by  effect- 
ing greater  efficiency  and  economies  in  all  opera- 
tions. 


Total  Reductions. 


Personnel  years 
-20.3 


Amount 
-$825,000 


DEPARTMENT  OF  INDUSTRIAL  RELATIONS 

The  Department  of  Industrial  Relations  will 
be  eliminating  132  positions  from  lower  priority 
program  activities,  including  various  endeavors 
in  the  following  areas:  OSHA;  mining  and  tun- 
neling, pressure  vessel  inspections;  unloader 
regulation;  conciliation;  and  administration. 
This  reduction  will  result  in  annual  savings  of 
$3,610,127.  Legislation  will  be  proposed  to  im- 
plement the  reductions  in  those  programs  where 
required. 


Total  Reductions. 


Personnel  years 
— 132  - 


Amount 

-$3,610,127 


MILITARY  DEPARTMENT 

The  Department  will  be  reducing  lower  prior- 
ity activities  at  various  military  installations. 
These  personnel  reductions  will  not  impair  the 
Department's  ability  to  carry  out  its  mission  to 
support  the  Constitution,  and  to  protect  life  and 
property  during  periods  of  civil  emergency  and 
natural  disaster. 


Total  Reductions. 


Personnel  years 
-75.2 


Amount 

-$1,520,788 


DEPARTMENT  OF  FINANCE 

The  Department  of  Finance  will  be  making 
reductions  in  the  areas  of  program  evaluation 
studies,  fiscal  management  audits,  demographic 
research  and  general  administration.  Requests 
for  fiscal  audits  and  program  effectiveness  stud- 
ies will  be  screened  and  only  the  highest  priority 
ones  will  be  undertaken. 


Total  Reductions. 


Personnel  years 
-28.4 


Amount 

-$769,565 


PUBLIC  UTILITIES  COMMISSION 

In  reviewing  the  role  of  government  in  provid- 
ing for  the  equitable  and  orderly  operation  of 
California's  utilities,  the  Commission  has  identi- 
fied several  instances  in  which  other  levels  of 
government  are  duplicating  the  efforts  of  the 
Commission.  In  addition,  the  Commission  has 
identified  market  segments  in  which  the  market- 
place environment  provides  sufficient  safe- 
guards for  the  public  and  the  utilities,  thereby 
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reducing  the  need  for  government  intervention. 
These  findings  have  precipitated  a  realignment 
of  priorities  permitting  a  staff  reduction  of  71.5 
positions.  Legislation  will  be  proposed  in  those 
programs  where  required. 


Total  Reductions. 


Personnel  years 
-71.5 


Amount 
-$1,956,565 


CALIFORNIA  INFORMATION  SYSTEMS 
IMPLEMENTATION  COMMITTEE 

The  California  Information  Systems  Im- 
plementation Committee  will  not  be  funded  in 
Fiscal  Year  1979-80.  The  basic  role  of  the  com- 
mittee is  to  review  and  make  recommendations 
on  the  State's  use  of  electronic  data  processing. 
However,  the  responsibilities  for  the  manage- 
ment and  utilization  of  EDP  are  being  effective- 
ly carried  out  by  other  departments  and  the 
Office  of  the  Legislative  Analyst.  A  review  of  the 
State's  present  expenditure  priorities  indicates 
that  other  State  programs  provide  greater  bene- 
fits to  the  California  taxpayer  than  does  this  one. 
Accordingly,  it  is  believed  that  the  purposes  of 
this  committee  can  be  accomplished  within  ex- 
isting programs  at  no  additional  cost. 


Total  Reductions. 


Personnel  years 
-1 


Amount 

-$46,422 


STATE  PUBLIC  DEFENDER 

As  a  result  of  careful  review  by  the  adminis- 
tration, the  budget  of  the  State  Public  Defender 
will  be  reduced  by  28.5  positions  and  $832,957. 
This  elimination  of  all  vacant  positions  will  not 
deprive  any  eligible  indigent  appellant  of  court 
appointed  counsel. 


Total  Reductions . 


Personnel  years 
-28.5 


Amount 

-$832,957 


OTHER  GENERAL  GOVERNMENT 
REDUCTIONS 

In  addition  to  the  significant  reductions  dis- 
cussed above,  the  Departments,  Boards  and 
Commissions  within  the  General  Government 
area,  as  a  result  of  economies  initiated  in  the 
current  year,  have  made  permanent  reductions 
of  264.4  person-years  and  $8,226,400  in  the  1979 
-80  budget. 

A  variety  of  other  low  priority  activities  were 

identified  for  reduction  by  these  departments, 

boards  and  commissions  in  the  amount  of  $310,- 
192  and  64.7  person  years. 

Personnel  years         Amount 
Total  Reductions -329.1  -$8,536,592 
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Legislative,  Judicial, 
and  Executive 

(Changes  and  Accomplishments) 


The  programs  within  this  area  include  the 
Legislature,  the  Court  System,  and  most  Consti- 
tutional Officers. 

JUDICIAL 

Article  VI  of  the  Constitution  creates  the 
Judicial  Council  to  administer  the  State's  judi- 
cial system  and  creates  the  Courts  of  Appeal  to 
exercise  the  judicial  power  of  the  State  at  the 
appellate  level. 

Proposed  Accomplishments 

Legislation  was  enacted  during  the  1978  Leg- 
islative Session  which  created  a  mandatory  arbi- 
tration program  in  the  12  largest  counties  and 
required  the  State  to  fund  the  local  cost  as  a  local 
mandate.  The  1979-80  budget  proposes 
$2,500,000  for  this  purpose. 

Funds  in  the  amount  of  $552,600  have  been 
added  to  the  1979-80  Courts  of  Appeal  special 
item  "appointed  counsel  in  criminal  appeals"  to 
accommodate  the  expected  increase  in  the  num- 
ber of  private  attorneys  appointed  directly  by  the 
courts  to  represent  indigent  appellants. 

THE  OFFICE  OF  EMPLOYEE  RELATIONS 

The  Office  of  Employee  Relations  was  estab- 
lished by  Executive  Order  with  an  ongoing  re- 
sponsibility to  improve  personnel  management 
and  employer-employee  relations  within  the 
State. 


Proposed  Accomplishments 

Legislation  was  enacted  during  the  1977  Leg- 
islative Session  which  established  the  State  Em- 
ployer-Employee Relations  Act  and  increased 
the  responsibilities  of  OER.  The  1979-80  budget 
proposes  to  continue  with  General  Funds  7.5 
positions  which  were  established  in  1978-79 
from  Title  II  Federal  Funds.  The  1979-80  cost 
will  be  $257,469  to  handle  the  increased  work- 
load. 

DEPARTMENT  OF  JUSTICE 

The  Department  of  Justice,  through  the  con- 
stitutional office  of  the  Attorney  General,  is  re- 
sponsible for  ensuring  uniform  interpretation 
and  enforcement  of  laws  and  for  representing 
the  state  in  civil  and  criminal  proceedings. 

Proposed  Accomplishments 

The  Department  of  Justice  is  proceeding  with 
its  program  of  acquiring  new  computers  and 
software  packages  to  handle  data  collection, 
storage,  and  transmission  on  the  California  Law 
Enforcement  Telecommunications  System 
(CLETS)  and  the  California  Justice  Informa- 
tion System  (CJIS).  The  program,  which  in- 
volves five  phases,  began  in  1977  and  will  be 
completed  in  1981.  Included  in  the  1979-80 
budget  is  $1,691,895  for  32.1  positions  for  the 
implementation  phase  of  the  program.  The  re- 
search, analysis,  and  procurement  phases  have 
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been  completed.  The  evaluation  phase,  in  1980— 
8 1 ,  will  be  the  final  step  leading  to  project  com- 
pletion. The  balance  of  the  increases  are  related 
to  miscellaneous  workload  increases  throughout 
the  department. 

CONTROLLER 

The  State  Controller's  Office  provides  sound 
fiscal  control  over  the  receipt  and  disbursement 
of  public  funds. 

Proposed  Accomplishments 

Due  to  workload  increases,  a  net  of  80.5  new 
positions  were  added  to  the  Controller's  budget. 
The  majority  of  these  positions  are  in  the  Fiscal 
Control  Division,  and  are  needed  in  order  to 
maintain  the  Payroll  System  and  perform  vari- 
ous reimbursable  field  audits. 

BOARD  OF  EQUALIZATION 

The  Board  of  Equalization  administers  state 
and  local  business  and  property  taxes,  excise 
taxes,  and  various  other  business  taxes  and 
guides  local  property  taxation. 

Proposed  Accomplishments 

An  additional  69  positions  and  $1,077,107  are 
proposed  in  the  Board  of  Equalization's  1979-80 


budget  in  order  to  maintain  the  current  ap- 
proved level  of  audit  coverage  in  the  Sales  and 
Use  Tax  Program,  register  taxpayers,  process 
tax  returns  and  collect  taxes  receivable.  The  ad- 
dition of  these  positions  will  provide  an  estimat- 
ed revenue  gain  of  $5.6  million. 


SECRETARY  OF  STATE 

The  Secretary  of  State  is  the  state's  chief  elec- 
tions officer  and  is  responsible  for  maintaining 
various  records  filed  with  the  state. 

Proposed  Accomplishments 

Legislation  enacted  in  1978  requires  the  Sec- 
retary of  State  to  provide  for  mailing  the  state- 
wide ballot  pamphlet  which  has  heretofore  been 
a  county  responsibility.  This  results  in  an  addi- 
tional state  expenditure  of  $1,367,000.  In  addi- 
tion, claims  received  from  counties  for 
reimbursements  pursuant  to  Chapter  704,  Stat- 
utes 1975,  will  necessitate  a  $450,000  increase. 

Legislation  enacted  in  1976  and  amended  in 
1977  changed  the  procedure  for  purging  voter 
registration  files.  Reimbursements  in  the 
amount  of  $592,712  for  county  costs  resulting 
from  these  new  procedures  is  included  in  the 
Secretary  of  State's  budget. 
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State  and 
Consumer  Services 

(Changes  and  Accomplishments) 


The  State  and  Consumer  Services  Agency  is 
the  "conglomerate"  agency  of  State  government. 
The  functions  of  the  various  departments  within 
the  Agency  range  from  the  providing  of  business 
services  (General  Services)  and  personnel  man- 
agement (Personnel  Board)  to  the  operation  of 
a  museum  (Museum  of  Science  and  Industry) . 
Other  departments  which  operate  under  the 
Agency  umbrella  are  as  follows:  Consumer  Af- 
fairs, Veterans  Affairs,  Fire  Marshal,  Franchise 
Tax  Board,  Public  Employees  Retirement  Sys- 
tem, State  Teachers  Retirement  System,  and  the 
Public  Broadcasting  Commission. 

GENERAL  SERVICES 

The  Department  of  General  Services  is  re- 
sponsible for  providing  supportive  services  to 
other  operating  departments,  and  for  increasing 
effectiveness  and  economy  in  the  administration 
of  State  government  by  establishing  and  improv- 
ing statewide  standards  and  guidelines  and  by 
implementing  constructive  changes  in  govern- 
mental policies  and  procedures. 

Proposed  Accomplishments 

The  Department's  budget  is  being  increased 
by  2.5  positions  and  $1,393,100  to  implement 
the  Art  in  Public  Buildings  Program.  In  addi- 
tion, to  provide  for  increased  efficiencies  and 
savings  on  a  statewide  basis,  22.4  positions  are 
added  for  the  consolidation  of  additional  build- 
ing cleaning  and  maintenance  workload  in  the 


Buildings  and  Grounds  Division. 

Growth  in  the  above  service  areas  will  be  par- 
tially offset  by  the  reduction  of  5.3  positions  and 
$1,538,111  in  savings  generated  at  the  State 
Printing  Plant  by  introduction  of  labor  saving 
equipment  and  inventory  reductions. 

STATE  PERSONNEL  BOARD 

The  State  Personnel  Board  is  the  State  agency 
responsible  for  serving  the  personnel  needs  of 
State  agencies  in  the  improvement  of  personnel 
practices  and  procedures. 

Proposed  Accomplishments 

In  an  effort  to  continue  to  adapt  the  existing 
State  personnel  management  system  to  meet  the 
needs  of  a  changing  employer-employee  rela- 
tions environment,  6.8  positions  and  $157,128 
are  proposed  for  a  Labor  Relations  Unit  to  assist 
in  meeting  the  administrative  needs  of  collective 
bargaining. 

PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM 

The  Public  Employees'  Retirement  System 
provides  a  retirement,  death  benefit  and  health 
benefit  program  for  public  California  employers 
and  their  employees. 

Proposed  Accomplishments 

To  meet  increased  workload,  59.3  positions 
and  $945,000  were  added  to  the  following  pro- 
grams:      Retirement — 29.3       positions       and 
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$437,000;  Health  Benefits — 4  positions  and 
$72,000;  and  administrative  support  functions — 
26  positions  and  $436,000. 

CONSUMER  AFFAIRS 

The  Department  of  Consumer  Affairs  overall 
objective  is  to  protect  and  represent  consumer 
rights  and  interests  and  at  the  same  time  ensure 
standards  of  high  quality  among  the  professions 
represented  by  the  various  boards  and  bureaus. 

Proposed  Accomplishments 

The  1979-80  budget  proposes  the  addition  of 
funds  to  continue  programs  currently  funded  by 
Title  II  grants  for  the  following  boards: 

•  Board  of  Medical  Quality  Assurance — the 
addition  of  $290,000  and  the  continuation 
of  1 3  positions  are  proposed  for  the  Medical 
Quality  Review  Committee's  support  staff. 

•  Board  of  Contractors — the  addition  of 
$155,611  and  8  positions  are  proposed  to 
fund  the  Construction  Law  Enforcement 
Program. 

In  addition,  31  positions  and  $424,617  are  be- 
ing added  to  the  Contractors'  Board  in  the  cur- 
rent and  budget  years  to  eliminate  the  backlog  of 
consumer  complaints  and  licensure  applications. 

FRANCHISE  TAX  BOARD 

The  major  activities  of  the  Department  are  to 
administer  the  Personal  Income  Tax,  Bank  and 
Corporation  Tax,  and  the  Senior  Citizens  Prop- 
erty Tax  Assistance  laws  in  an  equitable  and 
effective  manner. 

Proposed  Accomplishments 

The  budget  proposes  to  add  $1,924,000  in 


1979-80  to  fund  118.6  work  years  associated 
with  workload  increase  in  two  tax  programs,  the 
Personal  Income  Tax  and  the  Senior  Citizens 
Property  Tax  Assistance  Programs.  The  in- 
crease in  workload  is  a  result  of  the  passage  of 
AB  3802/Chapter  569,  Statutes  of  1978,  which 
provided  various  tax  relief  benefits  to  the  resi- 
dents of  California. 


VETERANS  AFFAIRS 

The  Department  of  Veterans  Affairs  provides 
assistance  to  veterans  and  their  dependents  in 
obtaining  rights  and  benefits  to  which  they  may 
be  entitled,  provides  veterans  with  low  interest 
home  and  farm  loans,  and  maintains  the  Veter- 
ans Home. 

Proposed  Accomplishments 

Twenty-eight  (28)  limited  term  (June  30, 
1979)  positions  are  being  continued  and  28  posi- 
tions are  being  added  to  the  Cal  Vet  Loan  Pro- 
gram at  a  total  cost  of  $990,000  in  Bond  funds 
to  meet  an  anticipated  increase  in  workload  re- 
sulting from  the  passage  of  Proposition  1  and 
legislation  which  allows  the  Department  to  issue 
revenue  bonds. 

$537,000  in  Bond  funds  have  been  added  to 
replace  the  Cal  Vet  Loan  Program's  existing 
Data  Processing  System.  The  proposed  system 
will  incorporate  financial  data  into  a  single  fi- 
nancial management  information  system. 

$595,000  in  General  Funds  has  also  been  add- 
ed to  purchase  laundry  equipment  for  the  Veter- 
ans Home.  Purchase  of  the  new  equipment  will 
provide  future  annual  savings  of  $95,000  to  the 
General  Fund  and  provide  better  and  more  cost 
effective  laundry  services  at  the  home. 
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Business  and 
Transportation 
Agency 

(Changes  and  Accomplishments) 


Every  California  resident  and  visitor  benefits 
directly  from  the  State's  interest  in  (1)  promot- 
ing a  sound  financial  and  business  community 
while  protecting  the  public  from  economic  loss 
and  illegal  or  unethical  business  practices  and 
(2)  providing  efficient,  rapid,  and  safe  move- 
ment of  people  and  goods.  These  two  broad 
areas  are  the  principal  concerns  of  the  Business 
and  Transportation  Agency. 

SECRETARY  FOR  BUSINESS  AND 
TRANSPORTATION 

The  Office  of  the  Secretary  for  Business  and 
Transportation  acts  as  a  focal  point  for  the  inter- 
relationship of  the  private  sector,  government 
regulatory  agencies  and  the  public  interest  on 
matters  relating  to  economic  development, 
housing,  financial  institutions  and  transporta- 
tion. 

Proposed  Accomplishments 

In  the  budget  year,  consultant  and  profes- 
sional services  are  increased  $50,000  to  provide 
for  a  legislative  coordinator  in  Washington, 
D.C.  to  monitor  federal  legislation  which  affects 
business  and  housing  in  California. 

HOUSING  AND  COMMUNITY 
DEVELOPMENT 

The  functions  of  the  Department  of  Housing 
and  Community  Development  continue  to  ex- 
pand as  a  result  of  legislative  activity.  Through 
1978-79,  and  into  the  next  fiscal  year  primary 


program  emphasis  will  be  on  the  development 
and  implementation  of  housing  element  guide- 
lines, operation  of  a  farmworker  housing  grant 
program  as  well  as  rural  and  urban  predevelop- 
ment  loan  programs  to  facilitate  the  production 
of  low  and  moderate  income  housing. 

Proposed  Accomplishments 

The  budget  proposes  an  additional  $2,750,000 
for  predevelopment  loans  to  increase  the  hous- 
ing supply  in  California. 

TRANSPORTATION 

The  Department  of  Transportation's  primary 
objective  is  a  commitment  to  a  balanced  trans- 
portation system  that  considers  all  modes  and  is 
consistent  with  social,  economic,  and  environ- 
mental objectives.  The  1979-80  Budget  is  reflec- 
tive of  that  objective  and  is  consistent  with 
1979-80  State  Transportation  Improvement 
Program  as  approved  by  the  California  Trans- 
portation Commission. 

Proposed  Accomplishments 

The  Mass  Transportation  Program  has  been 
augmented  46  personnel  years  and  $14,000,000 
pursuant  to  urban  policy  priorities  which  direct 
increasing  the  efficiency  of  existing  transporta- 
tion facilities  and  reducing  dependence  of  indi- 
vidual auto  use.  These  increases  include  support 
for  commuter  and  intercity  rail  services,  in- 
creased allocations  for  fixed  guideway  projects, 
and  the  expansion  of  intermodal  passenger 
transfer  facilities. 
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The  Highway  Transportation  Program  is  in- 
creased by  93  personnel  years  and  $29,000,000 
in  the  New  Facility  and  Project  Development 
elements  to  meet  increased  workload  set  forth  in 
the  State  Transportation  Improvement  Program 
(STIP). 

CALIFORNIA  HIGHWAY  PATROL 

The  Department  of  the  California  Highway 
Patrol  is  responsible  for  assuring  the  safe,  lawful, 
rapid,  and  economical  use  of  the  state  highway 
system.  The  primary  objectives  are  to  minimize 
death,  injury,  and  property  loss  from  traffic  acci- 
dents to  minimize  traffic  delays,  and  to  provide 
protection  and  assistance  to  the  motoring  public. 

To  meet  these  responsibilities,  a  support 
budget  of  more  than  $230  million,  along  with 
capital  outlay  of  $3.2  million  is  proposed  for  the 
1979/80  fiscal  year. 

Proposed  Accomplishments 

The  budget  for  1979/80  reflects  adjustments 
to  match  program  benefits  with  program  costs. 
The  significant  proposed  adjustments  will  be  as 
follows: 

1.  Additional  staffing  for  communications 
centers.  This  will  result  in  increases  of  59.5 
personnel  years  and  $702,325. 

2.  Continuing  installation  of  the  management 
information  system.  This  will  result  in  sav- 
ings of  3  personnel  years  and  a  one-time 
increase  of  $2,482,774. 

3.  Additional  staffing  for  commercial  vehicle 
safety  inspections.  This  will  result  in  in- 
creases of  3  personnel  years  and  $22,266. 

4.  Purchase  of  mobile  radio  extenders.  This 
will  result  in  a  one-time  increase  of  $1,800,- 
000  in  state  funds  in  the  budget  year  and 
Federal  funds  of  $900,000  in  the  current 
year  with  an  additional  $900,000  in  the 
budget  year  for  this  purpose.  These  devices 
will  provide  traffic  officers  with  the  ability 
to  communicate  with  dispatch  centers 
when  away  from  their  vehicle,  thus  increas- 
ing the  officer's  efficiency  as  well  as  con- 
tributing to  the  officer's  safety. 

The  Department's  capital  outlay  budget 
includes  funds  for  the  construction  of  new 
area  offices  at  Santa  Cruz  and  Riverside; 
funds  for  the  purchase  of  leased  facilities  at 
Chico,  Banning  and  Mojave;  and  funds  for 


site  acquisition  and  working  drawings  at 
Hollister-Gilroy. 

In  the  performance  of  its  duties,  14,295  miles 
of  state  highways  and  83,704  miles  of  county 
roads  are  patrolled.  It  is  estimated  that  over 
these  roadways  129,000,000,000  motor  vehicle 
miles  will  be  traveled.  The  injury  and  death  rate 
per  100  million  motor  vehicle  miles  of  travel 
within  departmental  jurisdiction  are  anticipated 
to  be  respectively  97.7  and  2.8. 

During  the  1979  Legislative  Session,  the  De- 
partment will  sponsor  legislation  to  provide  for 
a  radar  speed  enforcement  program.  Also  the 
Department  will  sponsor  legislation  to  make  it 
easier  for  law  enforcement  officials  to  remove 
the  drinking  driver  from  the  State's  roadways. 

MOTOR  VEHICLES 

The  Department  of  Motor  Vehicles  objectives 
are:  1)  to  protect  public  interest  by  identifying 
ownership  through  the  process  of  vehicle  regis- 
tration, 2)  to  promote  safety  on  highways  by 
licensing  and  controlling  drivers,  3)  to  provide 
public  protection  through  vehicle-related  occu- 
pational licensing,  4)  to  encourage  motorists  to 
maintain  financial  responsibility,  and  5)  to  pro- 
vide other  services  as  required  by  statute. 

To  meet  these  objectives,  a  support  budget  of 
more  than  $153  million,  along  with  capital  out- 
lay of  $4.1  million,  is  proposed  for  the  1979/80 
fiscal  year. 

Proposed  Accomplishments 

The  budget  for  1979/80  reflects  adjustments 
to  match  program  benefits  with  program  costs. 
The  significant  proposed  adjustments  will  be  as 
follows: 

1 .  The  purchase  of  the  improved  registration 
renewal  processing  equipment.  This  will 
result  in  one-time  costs  of  $848,486. 

2.  The  replacement  of  two  computer  systems. 
This  will  result  in  one-time  costs  of  $244,- 
486. 

3.  The  implementation  of  Chapter  658/78 
relating  to  driver's  license  extensions.  This 
will  result  in  savings  of  47.8  personnel 
years  and  $556,846. 

4.  The  implementation  of  Chapter  997/78 
relating  to  financial  responsibility.  This 
will  result  in  savings  of  9.1  personnel  years 
and  $296,000. 
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In  addition,  various  program  adjustments  will 
result  in  increases  of  6.4  personnel  years  and 
$251,327. 

The  Department's  proposed  capital  outlay 
budget  includes  funds  for  the  construction  of 
new  offices  at  Compton,  Oroville,  Davis,  Val- 
lejo,  and  Victorville. 

It  is  estimated  that  during  the  budget  year  the 
Department  will  register  and  collect  fees  on  18,- 
756,900  vehicles  and  maintain  the  records  of 
15,508,000  existing  drivers  licenses,  including 
the  processing  of  906,000  original  licenses  and 
3,330,000  renewal  licenses.  These  major  work- 
load indicators  reflect  an  estimated  2.27  percent 
increase  in  vehicle  registration  and  an  estimated 
2.05  percent  increase  in  existing  drivers  licenses 
in  the  1979-80  fiscal  year  over  the  current  year. 


TEALE  DATA  CENTER 

The  Stephen  P.  Teale  Consolidated  Data  Cen- 
ter was  established  in  response  to  legislation 
which  mandated  the  centralization  of  state  com- 


puter facilities.  Through  centralizing  all  elec- 
tronic data  processing,  the  center  is  providing 
efficiency  and  economy  to  users  of  computing 
services. 

The  center  incorporates  a  large-scale  comput- 
ing facility  with  remotely  located  satellite  mini- 
processors  of  varying  size  and  capability.  The 
main  objective  is  to  make  available  to  each  user 
the  portion  of  computer  required  to  effectively 
process  that  organization's  data  and  applica- 
tions. Thus,  the  consolidated  center  becomes 
available  to  the  largest  or  smallest  user  at  a  price 
compatible  with  its  requirements. 

Proposed  Accomplishments 

Significant  proposed  adjustments  to  the 
Budget  are: 

1.  Implementation  of  statewide  timesharing 
system. 

2.  Additional  equipment  to  facilitate  user  de- 
mand. 

3.  Implementation  of  statewide  computer  out- 
put microfilm  system. 
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Resources 


(Changes  and  Accomplishments) 


The  Resources  Agency  programs  are  directly 
concerned  with  protecting,  preserving,  enhanc- 
ing, and  developing  the  State's  environmental 
wealth  for  the  benefit  of  all  Californians.  Pro- 
grams funded  range  from  those  designed  to  at- 
tain and  maintain  desirable  standards  of  air  and 
water  purity,  to  forest  fire  fighting,  forest  man- 
agement, flood  control,  water  development,  oil 
drilling  regulation,  and  the  creation  of  recrea- 
tional opportunities. 

The  Resources  Agency,  under  the  direction  of 
the  Secretary  for  Resources,  consists  of  the  fol- 
lowing Boards,  Commissions  and  Departments: 
the  Departments  of  Conservation,  Fish  and 
Game,  Forestry,  Boating  and  Waterways,  Parks 
and  Recreation,  and  Water  Resources;  the  Air 
Resources  Board,  the  California  Coastal  Com- 
mission, the  California  Coastal  conservancy,  the 
California  Conservation  Corps,  the  Colorado 
River  Board,  the  Energy  Resources  Conserva- 
tion and  Development  Commission,  the  San 
Francisco  Bay  Conservation  and  Development 
Commission,  the  Solid  Waste  Management 
Board,  the  State  Lands  Commission,  the  State 
Water  Resources  Control  Board  and  the  nine 
regional  Water  Quality  Control  Boards. 

In  developing  the  Resources  programs  for 
1979-80,  all  activities  were  reviewed  in  order  to 
increase  productivity,  economy  and  efficiency 
while  continuing  to  enhance  California's  envi- 
ronment. 

ENERGY  RESOURCES  CONSERVATION  AND 
DEVELOPMENT  COMMISSION 

The  Energy  Commission  was  established  in 
1975  to  ensure  continuation  of  a  reliable  supply 


of  energy  for  California  at  a  level  consistent  with 
the  state's  needs. 
Current  Accomplishments 

In  power  plant  siting,  new  Notice  of  Intent/ 
Approval  for  Certification  (NOI/AFC)  regula- 
tions were  developed  to  streamline,  shorten,  and 
clarify  the  siting  process.  Utility  proposals  for 
geothermal  and  coal  gas-fired  plants  were  placed 
on  expedited  review  schedules.  In  the  planning 
program,  the  Commission  is  completing  its  sec- 
ond Biennial  Report,  due  early  in  1979,  which 
includes  new  independent  forecasts  of  electricity 
and  gas  demand  as  well  as  detailed  analyses  of 
ways  to  supply  needed  electrical  energy.  Major 
planning  studies  of  the  issues  and  opportunities 
for  coal  use  in  California  were  also  undertaken, 
as  were  generic  hearings  on  the  availability  of 
generation  technologies.  A  procedure  was  devel- 
oped for  closely  coordinating  Energy  Commis- 
sion and  Air  Resources  Board  review  in  these 
areas.  In  energy  conservation,  the  Commission 
continued  its  leadership  role,  with  efficiency 
standards  for  new  buildings  and  appliances  tak- 
ing full  effect  and  standards  for  utility  load  man- 
agement reaching  final  development  stages. 
Taken  together,  Commission  conservation  pro- 
grams are  projected  to  save  the  equivalent  of  50 
million  barrels  of  oil  and  $1.7  billion  annually  by 
1985.  Major  steps  forward  were  taken  in  identi- 
fying wind  resources  in  California,  demonstrat- 
ing energy  production  from  biomass,  and 
resolving  air  and  transmission  line  issues  affect- 
ing geothermal  development.  In  both  the  conser- 
vation and  development  areas,  efforts  to  aid 
local  government  energy  efforts  were  stepped 
up. 
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Proposed  Accomplishments 

Even  with  the  overall  reductions  discussed  in 
the  low  priority  reduction  narrative  the  Com- 
mission will  be  expanding  its  development  pro- 
gram by  a  net  of  5.8  person-years  and  $244,654 
in  1979-80  for  increased  activity  in  wind  energy 
and  geothermal  resources  development,  biomass 
demonstration  projects,  hydroelectric  and  co- 
generation  efforts  and  the  engineering  and  envi- 
ronmental analysis  of  development  projects  in 
order  to  facilitate  the  implementation  of  these 
new  resources  and  technologies  in  the  State  at 
the  earliest  possible  time. 


AIR  RESOURCES  BOARD 


quirements  and  to  provide  more  accurate  air 
pollution  information  upon  which  to  make  im- 
proved decisions  related  to  new  sources  of  pollu- 
tion, trade  off  analysis  and  better  planning  for  a 
cleaner  environment. 

PARKS  AND  RECREATION 

The  major  activities  of  the  Department  are  to 
plan,  develop,  protect,  interpret  and  operate  the 
State  Park  System. 

Current  Accomplishments 

In  1978-79  it  is  anticipated  that  the  State  Park 
System  will  provide  63.2  million  visitor  days  of 
service  in  the  1,013,000  acres  of  State  park  lands. 


The  Air  Resources  Board  is  responsible  for 
protecting  California's  air  environment  from 
hazardous  emissions  from  both  mobile  and  sta- 
tionary sources. 

Current  Accomplishments 

The  principal  focus  for  fiscal  year  1978-79 
will  be  to  achieve  and  maintain  the  ambient  air 
quality  standards  per  the  Federal  Clean  Air  Act, 
to  investigate  pollution  control  measures,  to 
expedite  coal-based  and  geothermal  power  gen- 
erating technologies,  and  to  facilitate  economic 
and  industrial  growth  through  pollution  reduction 
tradeoffs.  Expanded  emphasis  will  be  placed 
upon  improving  the  air  pollution  monitoring 
network  including  analysis  of  respirable  pollut- 
ant particles,  investigation  of  air  pollution  in 
non-urban  areas,  and  bolstering  air  pollution 
control  district  enforcement  of  pollution  control 
requirements. 

A  significant  achievement  of  California's  air 
pollution  control  effort  is  the  result  of  the  motor 
vehicle  emissions  control  program.  To  date  the 
growth  pattern  of  automotive  emissions  has 
been  reversed,  and  as  new  automobiles,  which 
meet  even  more  stringent  standards,  replace  old- 
er "dirty"  cars,  even  greater  reductions  will  oc- 
cur. 

Proposed  Accomplishments 

In  1979-80  the  Air  Resources  Board  will  be 
expending  $896,000  to  revamp  its  emission  data 
system  in  order  to  meet  Federal  reporting  re- 


Proposed  Accomplishments 

In  1979-80  the  visitor  days  are  expected  to 
increase  to  66.4  million  with  the  addition  of  18,- 
107  acres,  540  camp  units,  and  460  picnic  units. 

As  explained  in  the  narrative  of  Low  Priority 
reductions,  the  Department  of  Parks  and  Recre- 
ation has  reduced  105  positions  at  a  savings  of 
$2.6  million  because  lower  priority  services  have 
been  eliminated.  However,  in  order  to  continue 
to  provide  additional  recreational  opportunities 
for  the  public,  32  units  will  be  expanded  or 
opened  to  the  public  in  1979-80.  An  additional 
105.6  positions  and  $2,062,720  will  be  needed 
for  these  new  facilities  and  the  anticipated  5  per- 
cent increase  in  visitor  days.  The  bulk  of  this 
new  staff  will  be  provided  by  transfer  of  posi- 
tions eliminated  from  elsewhere  in  the  Depart- 
ment of  Parks  and  Recreation,  as  described 
above. 

In  1979-80,  the  Roberti-Z'berg  Urban  Open 
Space  Grant  program  will  be  continued  for  a 
fourth  year.  An  additional  $10  million  above  the 
$65  million  already  appropriated  between  1976— 
77  and  1978-79  will  be  made  available  to  local 
governmental  entities  for  the  acquisition  and  de- 
velopment of  local  parks. 


FISH  AND  GAME 

The  purpose  of  the  department  is  to  perpetu- 
ate and  enhance  the  State's  fish  and  wildlife  re- 
sources for  the  benefit  and  enjoyment  of  all 
California  citizens. 
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Proposed  Accomplishments 

In  recent  years,  the  department  has  faced  the 
major  problem  of  revenues  from  the  sale  of  fish- 
ing, hunting,  and  other  licenses  not  being  suffi- 
cient to  fund  program  requirements.  Funding 
full  year  costs  required  using  Fish  and  Game 
Preservation  Fund  surplus  funds  each  year.  In 
addition,  new  requirements,  and  the  drought 
had  adversely  impacted  the  department's  finan- 
cial viability.  During  Fiscal  Year  1978-79  the 
Administration  studied  alternatives  to  rectify 
this  perennial  problem.  The  Department  of  Fi- 
nance and  the  Department  of  Fish  and  Game 
jointly  developed  criteria  for  identifying  game 
and  nongame  programs.  This  budget  reflects  the 
outcome  of  that  effort.  In  accordance  with 
Chapter  855,  Statutes  of  1978,  the  General  Fund 
will  be  used  exclusively  for  agreed  upon  non- 
game  programs,  and  the  Fish  and  Game  Preser- 
vation Fund  exclusively  for  game  programs 
beginning  in  Fiscal  Year  1979-80.  This  action, 
and  other  legislation  that  increased  license  fees, 
indexed  fees  to  inflation  and  required  the  Gen- 
eral Fund  to  pay  for  the  value  of  free  licenses, 
placed  the  department  on  solid  financial 
grounds.  Free  licenses  are  estimated  to  be  $781,- 
740  (an  increase  of  $620,044)  in  1979-80.  The 
transfer  of  nongame  program  costs  from  the 


Fish  and  Game  Preservation  Fund  to  the  Gen- 
eral Fund  amounts  to  $1,226,163,  for  a  total 
nongame  General  Fund  program  cost  of 
$3,943,000. 


WATER  RESOURCES 

The  primary  objective  of  the  Department  of 
Water  Resources  is  management  of  California's 
water  resources  for  maximum  beneficial  use 
while  recognizing  the  limited  extent  of  those  re- 
sources and  the  competing  needs  which  must  be 
satisfied. 

Proposed  Accomplishments 

In  1979-80  the  State  Water  Project  activities 
will  be  increased  by  106  positions  and  $34,857,- 
400.  The  State  Water  Project  energy  supply  will 
be  the  keynote  of  emphasis  during  1979-80.  En- 
ergy projects  proposed  for  at  least  initial  plan- 
ning include  a  1,000  megawatt  coal-fired  power 
plant,  three  55  megawatt  geothermal  power 
plants  and  several  smaller  hydroelectric  power 
plants.  In  order  to  come  closer  to  meeting  full 
contractual  commitments  of  the  State  Water 
Project,  completion  of  the  West  Branch  facili- 
ties, including  a  power  recovery  plant,  is 
planned. 
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Health  and  Welfare 


(Changes  and  Accomplishments) 


fHrfc 


The  State  Human  Services  programs  in  Cali- 
fornia are  among  the  most  complex  and  costly  of 
governmental  services.  They  are  administered 
by  or  through  the  Health  and  Welfare  Agency. 
A  majority  of  the  people  in  this  State  benefit  in 
some  way  through  these  programs,  and  the 
preparation  of  the  1979-80  budget  carefully  con- 
siders the  impact  on  them  of  any  proposed 
changes. 

It  is  expected  that  during  the  current  year  and 
in  the  future,  individual  departments  will  con- 
tinue to  take  a  closer  look  at  how  these  programs 
may  be  administered  more  efficiently.  Both  spe- 
cialization and  consolidation,  where  appropri- 
ate, are  being  considered.  But  the  primary  goal 
will  be  to  minimize  costs  without  compromising 
the  quality  of  services  provided  to  California's 
aged,  youth,  disabled,  and  disadvantaged  or  to 
the  protection  afforded  to  its  residents. 

Health  and  Welfare  Agency 

The  Agency  is  responsible  for  administering 
the  State's  health,  welfare,  social,  rehabilitative, 
and  correctional  programs. 

Current  Accomplishments 

During  the  current  year,  the  primary  empha- 
sis of  the  Multipurpose  Senior  Services  Centers 
Program  (MSSP)  has  been  on  the  identification 
of  the  most  appropriate  test  models  and  evalua- 
tion systems  and  the  development  of  a  master 


site  preparation  plan.  The  second  phase  which 
will  continue  into  the  budget  year  will  be  direct- 
ed toward  further  planning,  site  selection  and 
implementation  of  two  distinct  test  models. 


Proposed  Accomplishments 

During  the  budget  year,  the  Agency  will  de- 
velop and  implement  a  comprehensive  Civil 
Rights  compliance  program  to  establish  guide- 
lines and  standards  for  use  by  State  departments 
in  complying  with  Chapter  972,  Statutes  of  1977 
(AB  803). 

The  Agency  will  also  coordinate  a  Master 
Plan  for  Services  to  Children  and  Youth  which 
will  be  submitted  to  the  Legislature  on  July  1, 
1980.  The  Agency  will  coordinate  all  State  ac- 
tivities related  to  the  Statehouse  Conference  on 
Children  and  Youth  and  the  International  Year 
of  the  Child. 

A  Rural  and  Migrant  Affairs  Coordinator 
will  implement  a  plan  for  equity  of  service  for 
migratory  and  nonmigratory  residents  of  rural 
areas. 


Department  of  Health  Services 

The  Department  of  Health  Services  adminis- 
ters the  Medi-Cal,  Public  Health  and  Licensing 
and  Certification  programs. 
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Current  Accomplishments 

During  the  current  year,  the  Department  of 
Health  Services  (DHS)  will  continue  to  serve 
California  through  its  broad  range  of  programs 
to  improve  the  health  status  of  its  citizens.  The 
Medi-Cal  program,  which  pays  for  the  medical 
care  of  individuals  who  cannot  afford  such  serv- 
ices, is  estimated  to  have  a  caseload  of  2,915,300 
eligibles  and  a  total  expenditure  of  $3.6  billion. 
To  increase  the  cost-efficiency  of  processing 
claims  for  the  Medi-Cal  program,  DHS  awarded 
a  new  5'/2  year  contract,  effective  September  1, 
1978  to  a  new  fiscal  intermediary  for  claims 
processing.  During  the  current  year,  the  new 
contractor  is  designing  and  instating  the  system, 
with  the  first  operational  processing  to  begin  on 
June  1,  1979. 

Proposed  Accomplishments 

In  the  budget  year,  the  total  expenditures  for 
the  Department  of  Health  Services  will  grow  by 
$450.7  million,  or  an  increase  of  $178.1  million 
in  General  Fund.  The  Medi-Cal  program  will 
continue  to  offer  service  to  an  estimated  2,931,- 
200  eligibles  with  a  total  expenditure  of  $4.07 
billion.  This  represents  a  growth  of  0.5  percent 
in  eligibles  and  12.1  percent  in  total  expendi- 
tures. Included  in  the  proposed  budget  for  the 
Medi-Cal  program  is  a  6  percent  provider  rate 
increase  (adding  $106.5  million — total  funds) 
and  a  6  percent  cost-of-living  increase  for  the 
county  administration  activities  related  to  the 
Medi-Cal  program  (adding  $7.2  million-total 
funds) .  In  addition,  other  local  assistance  public 
health  programs  receive  a  6  percent  provider 
rate  increase. 

In  order  to  continue  to  provide  essential 
health  services,  an  additional  117.4  positions 
have  been  proposed  for  various  programs  ad- 
ministered by  the  Department.  A  particular  em- 
phasis is  made  on  containing  fraud  and  abuse  in 
the  Medi-Cal  program  by  including: 

— Thirty-three  positions  added  to  the  Surveil- 
lance and  Utilization  Review  Section  to  imple- 
ment the  initial  identification  portion  of  the 
federally  required  post-payment  review  process 
for  Medi-Cal. 

— Fifty  positions  established  (previously 
funded  from  a  Title  II  grant)  to  continue  mul- 
tidiscipline  medical  and  financial  audits  of  acute 
care  hospitals. 

— Twenty-one  new  positions  for  the  skilled 


nursing  facility  audit  program  to  maintain  the 
current  level  of  57  positions.  This  will  permit  an 
annual  audit  of  all  SNF  and  ICF  facilities.  These 
positions  were  previously  funded  by  a  Title  II 
grant. 


Department  of  Mental  Health 

The  goals  of  the  Department  of  Mental 
Health  are  to  develop  and  provide  a  continuum 
of  mental  health  services  for  those  mentally 
disorderd  in  need  of  such  help  through  a  support 
system  of  county  mental  health  programs,  State 
hospitals,  and  protective  social  services. 

Current  Accomplishments 

During  the  1978-79  fiscal  year,  Chapter  292, 
Statutes  of  1978  (SB  154)  permitted  a  waiver  of 
the  statutory  county  10  percent  Short-Doyle 
match.  Even  though  many  counties  decided  to 
reduce  part  or  all  of  their  financial  participation, 
most  program  funding  levels  were  maintained 
through  a  combination  of  voluntary  county  par- 
ticipation and  State  funding  increases: 

•  The  Budget  Act  of  1978  provided  a  $2.6 
million  augmentation  for  community 
based  programs  for  mentally  disabled  of- 
fenders and  a  $6.6  million  augmentation 
for  local  programs  for  acute  psychiatric 
and  other  mentally  disabled  patients. 

•  Chapter  1233,  Statutes  of  1978  (AB  3052) 
provided  the  framework  for  development 
of  a  local  mental  health  residential  treat- 
ment system  and  appropriated  $3,000,000 
to  initiate  new  local  programs; 

•  Chapter  332,  Statutes  of  1978  (SB  2212) 
reappropriated  $13,300,000  for  the  devel- 
opment of  similar  local  programs  to  pre- 
clude an  increase  in  State  and  local 
hospitalization. 

These  programs  have  aided  the  counties  in 
maintaining  essential  mental  health  services  lo- 
cally and  have  contributed  to  a  slight  population 
decline  in  State  hospital  programs  for  the  men- 
tally disabled — from  5,124  patients  on  June  30, 
1978  to  an  estimated  5,1 1 1  patients  on  June  30, 
1979. 
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Proposed  Accomplishments 

The  1979-80  budget  proposes  an  augmenta- 
tion of  $12.6  million  to  continue  those  local  pro- 
grams initiated  in  1978-79  with  funding 
reappropriated  under  Chapter  332,  Statutes  of 
1978  (SB  2212),  a  continued  expenditure  of  $3,- 
000,000  for  the  community  residential  treatment 
programs  initiated  in  1978-79  under  Chapter 
1233,  Statutes  of  1978  (AB  3052),  and  a  6  per- 
cent cost  adjustment  in  the  amount  of  $13.7  mil- 
lion to  fund  price  increases  for  community  based 
mental  health  services  and  community  based 
mentally  disordered  offender  programs. 

The  1979-80  budget  also  provides  for  con- 
tinuation of  State  hospital  staffing  ratios  ap- 
proved in  the  Budget  Act  of  1978.  A  population 
reduction  of  213  mentally  disabled  patients  from 
the  current  budgeted  level  of  5,124  patients  to 
4,911  patients  on  June  30,  1980  accounts  for  a 
staffing  decrease  of  130.3  positions  in  the  De- 
partment of  Mental  Health's  two  hospitals.  Sav- 
ings of  $2.7  million,  as  a  result  of  the  mentally 
disabled  population  drop,  will  be  available  for 
transfer  to  local  mental  health  programs  to  pro- 
vide for  continued  treatment  of  patients  released 
to  the  community. 


Department  of  Developmental  Services 

The  Department  of  Developmental  Services 
administers  the  Lanterman  Developmental 
Disabilities  Act.  The  intent  of  this  Act,  and  the 
primary  objective  of  the  Department,  is  to  en- 
sure coordination  of  the  provision  of  services  to 
persons  with  special  developmental  needs.  Serv- 
ices to  the  developmentally  disabled  are  deliv- 
ered directly  through  State  hospitals  and 
continuing  care  support  services  and  indirectly 
through  a  statewide  network  of  21  private,  non- 
profit, locally  based  community  agencies. 

Current  Accomplishments 

The  Department  of  Developmental  Services 
has  responsibility  for  nine  State  hospitals  serving 
9,01 1  residents  in  1978-79,  representing  a  reduc- 
tion of  363  population  from  the  preceding  year. 
As  of  November  1,  1978,  over  250  individuals 
had  been  referred  for  placement  into  the  com- 
munity. In  addition,  the  21  Regional  Centers 
continue  to  provide  diagnostic  counseling  and 
referral  services  to  a  caseload  of  approximately 
64,000  individuals.   Approximately    10,300   of 


these  clients  are  receiving  placement  and  follow- 
along  services  from  the  Department's  Continu- 
ing Care  Services  Branch  caseworkers. 

The  Department  initiated  a  Psychiatric  Tech- 
nician Apprenticeship  Program  during  the  cur- 
rent fiscal  year  to  improve  recruitment  and 
retention  of  qualified  candidates.  A  total  of  225 
apprentices  are  expected  to  be  enrolled  in  the 
program  by  the  end  of  1978-79. 

Proposed  Accomplishments 

The  1979-80  budget  includes  the  establish- 
ment of  a  new  division  for  planning  and  evalua- 
tion. This  will  be  accomplished  through  a 
redirection  of  30  positions  from  existing  Depart- 
mental units  in  order  to  centralize  technical-ana- 
lytical planning  and  evaluation  functions.  In 
addition,  16  new  positions  are  proposed. 

Continued  growth  in  the  number  of  clients 
served  by  Regional  Centers  is  projected  to  add 
7,852  new  cases,  for  a  total  caseload  of  72,477. 
The  proposed  Regional  Center  budget  includes 
an  augmentation  of  $6,344,149  and  a  redirection 
of  $6,128,277  within  the  Regional  Centers' 
budget  to  fund  the  full-year  costs  of  this  growing 
caseload. 

The  1979-80  budget  includes  $999,586  to 
continue  funding  for  225  Psychiatric  Technician 
Apprenticeships  established  in  the  current  year. 
In  addition,  $500,000  of  General  Fund  money  is 
proposed  to  begin  two  new  classes  of  30  candi- 
dates each  at  Camarillo  and  Fairview  State  Hos- 
pitals. 

A  decrease  of  374  clients  in  State  hospital 
programs  for  the  developmentally  disabled  and 
a  reduction  of  89  persons  in  programs  for  the 
mentally  disordered  is  projected.  This  decline  in 
population  together  with  a  reassessment  of  the 
positions  required  to  meet  licensing  and  certifi- 
cation standards  permits  a  reduction  of  571  posi- 
tions and  $5,510,459  in  State  hospital  funding. 

The  Capital  Outlay  Program  of  $52.9  million 
in  the  current  year  and  $43.8  million  in  the 
budget  year  is  discussed  in  detail  under  State 
Construction  Programs  on  page  A-69. 

Department  of  Social  Services 

The  programs  administered  by  the  Depart- 
ment of  Social  Services  are  designed  to  provide 
financial  assistance  to  the  eligible  needy  and  to 
prevent  abuse,  neglect,  and  exploitation  of  chil- 
dren and  adults  who  are  unable  to  protect  them- 


A-55 


selves.  Major  programs  include:  (1)  SSI/SSP 
which  provides  cash  grants  for  adults;  (2) 
AFDC  which  provides  cash  grants  for  children; 
(3)  Food  Stamps  which  provides  nutritional  aid 
to  needy  persons;  and  (4)  Social  Services  which 
provides  assistance  to  persons  in  need. 

Current  Accomplishments 

Approximately  1.5  million  low-income  people 
will  receive  AFDC  grants  to  meet  the  basic 
needs  of  children  and  their  caretakers.  In  1978— 

79,  a  family  of  four  will  receive  $423  a  month  to 
meet  these  needs.  The  total  costs  will  be  $1.5 
billion;  including  $601  million  in  General  Fund 
money,  $9  million  in  county  funds,  and  $898 
million  in  Federal  funds. 

The  Supplemental  Security  Income/State 
Supplementary  Program  (SSI/SSP)  is  a  Fed- 
eral-State program  which  provides  grants  to  fi- 
nance basic  needs  of  eligible  aged,  blind,  and 
disabled  individuals.  An  aged  or  disabled  person 
currently  receives  $307  and  a  blind  person  $345 
per  month.  Over  700,000  Californians  will  re- 
ceive these  payments  during  the  year,  at  a  Gen- 
eral Fund  cost  of  $735  million. 

In  the  Food  Stamp  program,  an  estimated 
$337  million  in  Federal  funds  will  help  approxi- 
mately 1.2  million  people  to  receive  food  during 
the  1978-79  fiscal  year. 

The  Social  Services  Program  provides  services 
to  California's  elderly,  blind,  and  disabled  citi- 
zens and  to  children  and  families  who  need  help. 
The  Homemaker/Chore  element  of  Social  Serv- 
ices supplies  In-Home  Supportive  Services 
(IHSS)  to  the  aged,  blind,  and  disabled  persons 
who  need  assistance  with  personal  care  and/or 
essential  housekeeping  tasks.  Approximately 
150,000  persons  are  served  annually  by  county 
and  private  agency  staff  who  provide  homemak- 
er  and  chore  services  pursuant  to  State  guide- 
lines. 

Proposed  Accomplishments 

Estimated  expenditures  will  increase  from 
$2.55  billion  in  the  current  year  to  $3.38  billion 
in  1979-80.  A  6  percent  cost-of-living  adjust- 
ment is  proposed  for  AFDC,  SSI/SSP,  APSB, 
and  county  administration  in  the  budget  year. 

Approximately  1.5  million  low-income  people 
will  receive  AFDC  grants  to  meet  the  basic 
needs  of  children  and  their  caretakers.  In  1979— 

80,  a  family  of  four  will  receive  $448  a  month  to 


meet  these  needs.  The  total  costs  will  be  $2.02 
billion;  including  $662  million  in  General  Fund 
money,  $365  million  in  county  funds,  and  $997 
million  in  Federal  funds. 

Effective  July  1,  1979,  an  aged  or  disabled 
person  will  receive  $326  and  a  blind  person  $366 
per  month.  Approximately  713,000  Californians 
will  receive  these  payments  during  the  budget 
year,  at  a  General  Fund  cost  of  $706  million. 

In  the  Food  Stamp  program,  an  estimated 
$335  million  in  Federal  funds  will  help  approxi- 
mately 1.3  million  people  to  receive  food  during 
the  1979-80  fiscal  year. 

The  Indochinese  Refugee  Assistance  Program 
was  established  in  1975  by  Federal  legislation 
(PL  84-23  and  94-24)  to  meet  the  needs  of  Viet- 
namese, Cambodian  and  Laotian  refugees.  This 
program  will  provide  aid  and  services  in  1979- 
80  to  over  12,000  of  these  persons  who  have 
entered  the  United  States  and  are  in  need  of 
assistance.  Even  though  this  caseload  is  totally 
controlled  by  Federal  immigration  laws,  current 
Federal  law  calls  for  termination  of  special  Fed- 
eral funding  on  September  30,  1979.  The 
proposed  budget  for  1979-80  assumes  that  new 
legislation  will  be  enacted  by  Congress  that  will 
continue  full  Federal  funding  for  this  program. 

Approximately  160,000  persons  will  be  served 
annually  by  county  and  private  agency  staff  who 
provide  homemaker  and  chore  services.  The 
General  Fund  cost  is  estimated  to  be  $141.5  mil- 
lion in  the  budget  year  for  IHSS. 

A  substantial  increase  in  Departmental  re- 
sources is  proposed  to  provide  social  services  for 
protecting  the  welfare  of  children  who  are  being 
or  are  in  danger  of  being  abused,  neglected,  or 
exploited.  A  new  special  effort  to  combate  child 
abuse  is  expected  to  serve  100,000  children  dur- 
ing 1979-80  and  a  $5  million  General  Fund  aug- 
mentation is  proposed. 

Employment  Development  Department 

The  En iployraen1  development  Department 
provides  a  'aboi'  exchange  facility  for  jobseekers 
and  employers,  helps  welfare  recipients  and 
other  disadvantaged  persons  to  become  self-suf- 
ficient through  job  training  and  employment, 
administers  the  Unemployment  Insurance  (UI) 
and  Disability  Insurance  (DI)  programs  and 
administers  the  tax  collection  and  accounting 
functions  under  the  UI,  DI,  and  Personal  In- 
come Tax  withholding  programs. 
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Current  Accomplishments 

In  the  current  year,  the  Employment  Devel- 
opment Department  was  successful  through  the 
Employment  Services  Program  in  providing  job 
placements  for  395,000  clients.  There  were  4,441 
persons  enrolled  in  the  Comprehensive  Employ- 
ment and  Training  Program  and  3,637  persons 
placed  in  jobs  after  training. 

A  total  of  $1,237,555,000  in  Unemployment 
Insurance  benefits  will  be  paid  out  during  the 
current  year.  In  addition,  payments  totaling 
$472,566,348  will  be  paid  out  through  the  Disa- 
bility Insurance  Program. 

Proposed  Accomplishments 

The  major  increases  in  the  1979-80  budget 
include  34  positions  and  $5,000,000  to  be  used 
for  the  new  Cooperative  Education  and  Job  Pro- 
gram. Recruitment  emphasis  will  be  for  low- 
income,  minority  group  members.  It  is  estimated 
that  this  program  will  serve  2,300  participants. 
In  addition,  16  positions  and  $308,074  have  been 
added  for  the  new  Contractors  Law  Enforce- 
ment Program  which  will  operate  in  cooperation 
with  the  Departments  of  Industrial  Relations 
and  Consumer  Affairs.  It  is  anticipated  that  2,- 
000  contractors'  cases  will  be  audited  during  the 
budget  year. 

In  order  to  serve  a  larger  number  of  public 
assistance  recipients,  a  budget  increase  of  $199,- 
013  from  the  General  Fund  and  $1,791,116  in 
Federal  funds  will  be  used  to  expand  the  WIN 
Program. 

Department  of  Corrections 

The  principal  programs  of  the  Department  of 
Corrections  are  the  control,  care,  and  treatment 
of  men  and  women  who  have  been  convicted  of 
serious  crimes,  or  those  admitted  to  the  civil 
narcotic  program,  and  committed  to  state  cor- 
rectional facilities.  The  Department's  objectives 
also  include  supervision  of  men  and  women  who 
have  been  paroled  from  correctional  facilities 
and  returned  to  the  community. 

Current  Accomplishments 

The  Department  of  Corrections  is  required  by 
statute  to  accept  convicted  felons  and  commit- 
ted nonfelon  narcotic  addicts  from  California 
courts  (estimated  on  average  daily  population  to 
be  21,425  in  fiscal  year  1978-79)  when  their 


sentence  is  imprisonment  in  a  State  correctional 
facility.  It  is  the  Department's  responsibility  to 
provide  safe  and  secure  detention  facilities  to 
protect  society  from  further  criminal  activities 
and  to  provide  necessary  services  such  as  feed- 
ing, clothing,  medical  care,  and  treatment  pro- 
grams including  academic  and  vocational 
education,  and  psychiatric  and  counseling  serv- 
ices. In  carrying  out  this  responsibility,  the  De- 
partment operates  12  correctional  institutions 
and  three  reception  centers.  In  addition,  the  De- 
partment operates  a  Community  Services  Pro- 
gram. The  primary  objective  of  this  program, 
consistent  with  the  public's  safety,  is  to  increase 
the  rate  and  degree  of  successful  transitions  of 
adult  offenders  who  have  been,  or  who  are  in  the 
process  of  being,  released  to  the  jurisdiction  of 
the  Parole  and  Community  Services  Division. 

The  Parole  and  Community  Services  Program 
currently  operates  through  four  parole  regions 
with  an  average  daily  population  estimated  to  be 
15,456  parolees  in  fiscal  year  1978-79. 

Proposed  Accomplishments 

Current  projections  for  the  Department  of 
Corrections  forecast  an  increase  in  average  daily 
institutional  population  from  21,425  in  the  cur- 
rent year  to  22,980  in  the  budget  year  or  an 
increase  of  1,555.  The  proposed  Budget  provides 
$2,928,000  to  reopen  and  staff  living  units  dur- 
ing the  budget  year  to  serve  the  increased  popu- 
lation. 

The  caseload  for  the  Parole  and  Community 
Services  Program  in  the  budget  year  is  estimated 
at  14,677,  which  represents  a  decrease  of  779 
parolees  from  the  current  year. 

The  Department's  1979-80  support  budget 
also  provides  $2,559,891  and  133.9  new  posi- 
tions to  provide  additional  Management  Con- 
trol, Protective  Housing,  and  Security  Housing 
Units  at  Folsom  State  Prison,  San  Quentin,  and 
Deuel  Vocational  Institutions.  These  units  are 
necessary  to  house  and  control  prison  gang  in- 
mates and  activities,  racially  violent  inmates,  po- 
tential high-escape  risks,  disruptive  behavioral 
problems,  and  to  protect  other  inmates. 

Department  of  Youth  Authority 

The  primary  objective  of  the  Youth  Authority 
is  "to  protect  society  more  effectively  by  sub- 
stituting for  retributive  punishment,  methods  of 
training  and  treatment  directed  toward  the  cor- 
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rection  and  rehabilitation  of  young  persons 
found  guilty  of  public  offenses."  The  Depart- 
ment carries  out  this  mandate  to  protect  the 
public  by:  ( 1 )  providing  residential  and  commu- 
nity rehabilitation  programs  which  will  help  per- 
sons committed  to  the  Youth  Authority  to 
become  useful  and  productive  citizens,  and  (2) 
accumulating  a  body  of  knowledge  relative  to 
the  causes  of  delinquency  and  the  treatment  and 
control  of  those  who  engage  in  illegal  behavior. 

Current  Accomplishments 

The  Youth  Authority's  programs  for  offend- 
ers are  carried  out  in  10  institutions  and  6  con- 
servation camps.  The  Institution  and  Camp 
Program  will  provide  appropriate  care,  custody 
and  treatment  for  4,565  wards  (Average  Daily 


Population)  in  fiscal  year  1978-79.  In  addition, 
the  Department  provides  post-release  services  to 
wards  through  40  parole  field  offices  in  4  parole 
zones.  The  average  parole  caseload  for  fiscal 
year  1978-79  is  estimated  to  be  6,968. 

Proposed  Accomplishments 

The  Department  of  Youth  Authority's  aver- 
age daily  institutional  population  is  estimated  to 
be  4,909  for  the  1979-80  budget  year.  This 
represents  a  projected  increase  of  344  persons 
over  current  year.  Nine  living  units  are  sched- 
uled to  be  reopened  to  serve  the  increased  popu- 
lation. In  order  to  provide  necessary  staffing  and 
support  services  for  these  units,  151.8  positions 
and  $2,870,000  have  been  added  in  the  budget 
year. 
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Education 


(Changes  and  Accomplishments) 


M? 


Education  programs  cover  the  full  spectrum 
of  teaching  and  support  services  beginning  with 
children  in  kindergarten  through  high  school 
and  postsecondary  education  including  candi- 
dates for  baccalaureate  degrees,  occupational 
training  and  adult  education.  The  passage  by  the 
electorate  of  Proposition  13  severely  restricted 
the  amount  of  funds  available  to  K-12  and  the 
Community  Colleges  from  local  property  tax 
sources.  During  1978-79,  the  State,  through  the 
passage  of  SB  154,  provided  funds  to  supplement 
these  educational  programs.  In  1979-80,  it  is 
anticipated  that  similar  legislation  will  be  re- 
quired to  provide  time  for  a  permanent  solution 
to  be  enacted  for  the  funding  of  K-12  and  the 
Community  Colleges. 

The  University  of  California  and  the  Califor- 
nia State  University  and  Colleges  have  entered 
an  era  of  steady-state  or  possible  reduced  enroll- 
ments due  to  the  reduction  of  18-  to  25-year  old 
citizens  which  will  occur  during  the  1980s. 
Higher  education  will  be  challenged  to  maintain 
the  "Quality"  of  education  offered  during  a  peri- 
od when  the  "Quantity"  of  students  decline. 
During  1978-79  and  1979-80  reviews  will  be 
made  by  the  higher  education  segments  of  their 
academic  programs  and  administration  in  order 
to  maintain  the  quality  and  yet  do  so  in  the  least 
costly  manner. 

DEPARTMENT  OF  EDUCATION 

California's  public  education  system  is  admin- 
istered at  the  State  level  by  the  Department  of 
Education  under  the  direction  of  the  State  Board 


of  Education  and  the  Superintendent  of  Public 
Instruction,  for  the  education  of  more  than  four 
million  students  from  preschool  age  through 
adulthood.  It  is  estimated  that  K-12  school  dis- 
tricts will  have  $7,932,000,000  in  State,  Federal 
and  local  General  Fund  revenues  in  1978-79, 
which  is  a  decline  of  1.6  percent  from  the 
$8,059,804,177  received  in  1977-78.  This  is  the 
net  result  of  the  57  percent  reduction  in  property 
taxes  from  the  enactment  of  Proposition  13  and 
the  increase  of  more  than  $2  billion  in  State  aid 
from  the  local  government  fiscal  relief  legisla- 
tion, SB  154,  enacted  in  June  1978. 

Current  Accomplishments 

1.  Proposition  13  Relief  and  Adjustments 
Over  $2  billion  was  allocated  to  K-12 
school  districts  and  county  offices  of 
education  to  replace  losses  in  local  property 
tax  revenues  resulting  from  the  property  tax 
limitation  contained  in  Proposition  13.  This 
brings  State  support  for  California's  public 
school  system  up  over  70  percent  of  the  total 
funding  available  to  schools  in  1978-79.  In 
addition,  $53  million  in  reduced  categorical 
aid  and  special  apportionment  expenditures 
results  from  SB  154.  Cost-of-living 
adjustments  were  eliminated  for  all 
categorical  aid  programs  except  those  for 
handicapped  youngsters. 

2.  Master  Plan  for  Special  Education 
Chapter  1247,  Statutes  of  1977  (AB  1250), 
authorized  expansion,  starting  in  1978-79, 
of  the  California  Master  Plan  for  Special 
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Education  as  a  continuing  program  with 
additional  funding  contained  in  Chapter 
894,  Statutes  of  1977  (AB  65).  The 
additional  funding  of  $44.0  million  in  AB  65 
provided  $101.4  million  in  the  current  year 
to  allow  a  70  percent  increase  in  the  number 
of  students  served  by  this  program. 

3.  School  Improvement  Program 

The  School  Improvement  Program, 
established  by  Chapter  894,  Statutes  of  1977 
(AB  65)  is  in  its  second  year.  This  program 
is  aimed  at  restructuring  education  in 
kindergarten  through  grade  twelve.  It 
replaces  the  Early  Childhood  Education 
Program  (ECE)  in  kindergarten  through 
grade  three.  The  program  was  expanded  by 
$6.5  million  in  the  current  year  to  a  total  of 
$123.3  million. 

Local  School  Site  Councils,  comprised  of 
school  personnel,  parents,  or  other 
community  members  selected  by  parents 
and  students  at  the  high  school  level,  will 
direct  the  restructuring  at  their  individual 
schools.  A  planning  year  will  be  provided 
each  school  in  order  that  each  school  site 
council  can  prepare  a  quality  needs 
assessment  for  their  school  and  a  thorough 
school  site  plan  which  addresses  the  school's 
needs  as  identified  in  the  assessment. 

4.  School  Personnel  Staff  Development 
and  Resource  Centers 

A  new  comprehensive  program  for  the 
in-service  training  of  school  personnel  has 
begun  in  the  current  year.  Established  by 
Chapter  966,  Statutes  of  1977  (AB  551),  the 
School  Personnel  Staff  Development  and 
Resource  Centers  program  provides 
certificated  employees  the  opportunity  to 
develop  their  own  school  site  staff 
development  program  based  on  school 
improvement  objectives  established  by  a 
school  site  council  comprised  of  parents, 
community  members,  and  students,  as  well 
as  school  personnel. 

In  addition  to  these  school  site  staff 
development  programs,  Resource  Centers 
are  being  established  to  provide  programs  to 
( 1 )  aid  schools  in  carrying  out  their  school 
site  staff  development  plans,  (2)  act  as  a 
liaison  between  institutions  of  higher 
education  and  local  school  personnel  and 


local     agencies,      and      (3)      disseminate 

information    regarding    staff  development 

methods  and  models. 

First  year  funding  of  $945,000  has  been 

appropriated  for  this  program  in  the  current 

year. 

5.  Child  Development  Services 

There  has  been  a  significant  program 
expansion  in  the  current  year  with  an 
estimated  increase  in  the  total  children 
served  of  30,000.  State  General  Fund 
expenditures  are  estimated  to  increase  by 
$8.7  million  bringing  the  total  program  to 
$127.1  million,  serving  over  173,000 
children.  The  expansion  funds  are  being 
used  to  address  the  priority  needs  for  infant 
care,  extended  day  care  for  school-aged 
children,  child  care  in  rural  areas,  programs 
for  high  school  aged  parents  and  their 
infants,  and  continued  care  for  children 
being  served  by  the  Santa  Clara  Pilot 
Project. 

6.  Library  Assistance 

The  1978-79  budget  provided  for  an 
augmentation  of  $3,590,000  for  the 
implementation  of  the  California  Library 
Services  Act,  Chapter  1255/77  (SB  792). 
These  funds  will  be  used  to  assist  local 
libraries  to  facilitate  the  sharing  and 
coordination  of  statewide  library  resources 
and  services  through  interlibrary  loans, 
system  reference  referral,  and  equal  access. 
The  development  of  this  system  will  enable 
libraries  to  provide  each  citizen  access  to  the 
widest  possible  range  of  information 
services  and  resources. 

Proposed  Accomplishments 

1 .   Child  Care  Annualization 

This  budget  provides  $3  million  to  annualize 
the  program  costs  associated  with  the  child 
care  expansion  in  the  1978-79  Budget  Act. 
In  addition,  $7.4  million  is  provided  for  a  six 
percent  inflation  adjustment — $4.8  million 
State  General  Fund  and  $2.6  million  from 
HR  13511  reimbursements. 
The  1979-80  proposed  budget  also  seeks  to 
maximize  the  use  of  Federal  funds  by  ( 1 ) 
substituting  $5.2  million  HR  13511 
reimbursements   for   State   General    Fund 
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overmatch  in  the  federally  eligible  program 
in  1979-80,  and  (2)  replacing  the  one-time 
funding  available  from  HR  3387  in  the 
current  year.  A  total  of  $135.3  million  from 
all  funds  is  proposed  for  1979-80,  an 
increase  of  6.4%  over  1978-79. 

2.  Development    Centers    for    Handicapped 
Pupils 

This  program  serves  severely  physically 
and/or  mentally  handicapped  youth  as  part 
of  community  based  respite  support  for 
parents.  The  funding  level  base  for  this 
program  has  been  reduced  by  $4.2  million  to 
a  budget  year  level  of  $12.0  million  to  reflect 
a  transfer  in  anticipated  enrollments  which 
will  be  funded  through  the  Master  Plan  for 
Special  Education.  These  Centers  will 
continue  to  be  fully  funded. 

3.  Bilingual  Teacher  Corps 

The  Governor's  Budget  contains  $1.6 
million  in  order  to  continue  the  Bilingual 
Teacher  Corps  program.  The  authorizing 
legislation  (Chapter  1496/74)  contained 
funding  only  through  1978-79.  This 
program  is  designed  to  both  provide  upward 
mobility  and  meet  the  bilingual  education 
needs  of  California's  limited-English  and 
non-English-speaking  students  and  funding 
has  been  continued. 

4.  State  Child  Nutrition  Program 

The  Child  Nutrition  program  provides  for  a 
State  allocation  of  funds  to  school  districts 
for  partial  reimbursement  of  costs  for  the 
provision  of  school  meals.  The  budget 
includes  a  $10.9  million  increase  to  a  total  of 
$46.2  million  General  Fund  for  this 
program  in  order  to  fully  fund  the  1979-80 
basic  and  needy  subsidies  as  calculated  by 
statutory  formula. 

5.  Cost-of-Living  Adjustments 

The  budget  includes  $132.8  million  for  six 
percent  cost-of-living  adjustments  for  the 
following  programs:  apportionments  of 
$127.3  million  to  school  districts 
(Foundation  program,  Adults  in 
Correctional  Facilities,  and  County  School 
Service  Fund)  Child  Care  programs;  $4.8 
million;  Special  Education  Development 
Centers  and  Sheltered  Workshops,  $0.7 
million. 


6.  Assessment  of  Pupil  Proficiencies 

In  1979-80  the  Department  of  Education 
will  continue  to  provide  technical  assistance 
to  school  districts  as  the  districts  implement 
basic  skills  proficiency  assessment  in  grades 
4-12.  The  assessment  of  basic  skills 
proficiency  is  required  by  Chapters  856/77 
and  894/77.  To  continue  State  assistance  to 
districts,  $304,550  is  proposed  in 
replacement  of  the  Chapter  894/77 
appropriation  which  expires  in  1978-79. 

7.  Contingency  Funds  for  Support  of  Sutro 
Library  Lease 

Because  the  University  of  San  Francisco  will 
not  renew  the  $  1 .00  per-year  lease  with  the 
State  Library,  it  is  necessary  to  provide 
contingency  funding  of  $200,000  in  the 
1979-80  budget  for  lease  costs  for  the  Sutro 
Library. 

8.  Increase  Support  for  Southern  California 
Regional  Library 

In  compliance  with  Chapter  880/78  which 
calls  for  a  three-year  phase-in  of  State 
support  for  the  Southern  California 
Regional  Library,  the  1979-80  budget 
includes  an  augmentation  of  $166,000 
which  brings  the  State  participation  to 
$332,000. 

9.  Expansion  of  Academic  and  Support  Staff 
at  the  Special  Schools 

The  1979-80  budget  of  $20.4  million 
proposes  $373,437  to  expand  instructional 
and  support  services  at  the  State  Special 
Schools  to  provide  for  increased  services 
and  security  to  pupils  and  staff.  In  addition, 
legislation  will  be  proposed  to  change  the 
Education  Code  to  enable  the  state  special 
schools  to  continue  to  receive 
reimbursements  from  school  districts  under 
the  restraints  imposed  by  Proposition  13. 

10.  Increase  Technical  Assistance  to  Schools 
To  develop  and  disseminate  comprehensive 
curriculum  guides  to  local  schools  and  to 
provide  technical  assistance  in  the 
implementation  of  AB  65/77  funded 
programs,  the  1979-80  budget  includes 
$196,000. 

11.  Increase  in   State  Match  for    Vocational 
Education  Administration 

The    Federal    Vocational    Education    Act 
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requires  that  California  increase  its  match  of 
vocational  education  administration 
support  to  50  percent  in  1979-80.  Unless  the 
State  increases  its  support  for 
administration,  there  would  be  a  reduction 
in  technical  assistance  and  support  for  local 
vocational  education  programs;  therefore, 
the  budget  contains  $540,327  in  increased 
General  Fund  support  to  a  total  of  $2.6 
million  for  vocational  education 
administration. 
12.  The  Master  Plan  for  Special  Education 
The  Master  Plan  for  Special  Education  is 
proposed  for  expansion  pursuant  to  AB 
1250  (Chapter  1247/77)  by  $48.0  million 
from  the  State  General  Fund,  resulting  in  a 
budget  year  level  of  $149.4  million.  An 
additional  40,000  persons  will  be  served 
through  this  statutorily  scheduled 
expansion  of  the  Master  Plan  in  1979-80. 

HIGHER  EDUCATION 
THE  UNIVERSITY  OF  CALIFORNIA 

The  University  of  California,  consisting  of 
eight  general  campuses  and  one  health  science 
campus,  is  the  land  grant  state  university.  It  has 
constitutional  status  as  a  public  trust  and  is  ad- 
ministered by  a  board  of  regents. 

It  is  charged,  along  with  the  California  State 
University  and  Colleges,  of  offering  the  bacca- 
laureate degree.  In  addition,  the  Donahoe  High- 
er Education  Act  of  1960  (Master  Plan)  gives 
the  university  exclusive  jursidiction  in  public 
higher  education  over  instruction  in  the  profes- 
sions of  law,  medicine,  dentistry  and  veterinary 
medicine.  The  university  has  sole  authority  to 
award  doctoral  degrees  in  all  disciplines.  The 
Donahoe  Act  also  designates  the  university  as 
the  primary  state-supported  academic  agency 
for  research. 

Current  Accomplishments 

In  the  current  year,  the  University  is  provid- 
ing an  education  to  107,909  full-time  equivalent 
students  at  the  general  campuses  and  to  12,040 
FTE  students  in  the  health  science  disciplines. 

Proposed  Accomplishments 

In  the  era  of  steady-state  enrollments,  the 
University  is  planning  to  provide  education  to 
107,136  FTE  students  at  the  general  campuses, 


a  decrease  of  773  FTE  students,  and  to  12,405 
FTE  students  in  the  health  science  disciplines, 
an  increase  of  365  FTE  students. 

To  accomplish  the  mission  of  providing  the 
university  level  education  in  an  era  of  fiscal  con- 
straints, the  1979-80  budget  will  provide  a  total 
of  $797.1  million  from  the  General  Fund  for  the 
University  of  California.  This  represents  a  $30. 1 
million  (3.9  percent)  increase  above  the  1978— 
79  level  of  support.  The  following  expenditure 
changes  are  significant  for  the  budget  year; 

1.  Enrollment  related — The  budget  provides 
a  $2.9  million  General  Fund  enrollment  gener- 
ated increase  to  accommodate  the  increase  in 
health  science  disciplines.  This  enrollment  in- 
crease in  health  sciences  is  offset  in  part  by  the 
reduction  in  general  campus  enrollments. 

2.  Instructional  Support — Instructional  sup- 
port is  strengthened  with  the  proposed  addition 
of  $500,000  for  instructional  use  of  computers 
and  the  proposed  restoration  of  the  one-time 
reduction  of  $4  million  instructional  equipment 
that  was  necessary  in  1978-79. 

3.  Library  Improvement — This  increase  will 
add  $1,122,000  to  finance  an  annual  acquisition 
level  of  609,000  volumes  as  proposed  in  the  Uni- 
versity's Library  Development  Plan.  In  addi- 
tion, an  increase  of  $413,000  is  included  to 
finance  the  inter-campus  movement  of  library 
materials. 

4.  California  Policy  Seminar — An  additional 
$250,000  from  the  General  Fund  is  proposed  for 
an  increase  in  organized  research  efforts  to  fund 
the  California  Policy  Seminar.  This  seminar  will 
define  long-term  policy  issues  facing  the  State 
and  will  be  a  cooperative  undertaking  between 
the  University,  the  Executive  Branch  of  State 
government  and  the  Legislature. 

5.  Student  Affirmative  Action — The  budget 
provides  a  proposed  increase  of  $1.9  million  in 
State  General  Funds  for  the  Student  Affirmative 
Action  program.  This  proposed  increase  repre- 
sents a  program  increase  of  $27,000  and  a  fund- 
ing shift  of  $1,877,000  whereby  the  State 
assumes  the  financing  of  that  portion  of  the  pro- 
gram presently  funded  from  student  fees. 

6.  Handicapped — Services  for  handicapped 
students  and  employees  will  be  strengthened 
with  an  increase  of  $309,000  in  the  budget  year. 
This  proposed  increase  would  improve  access 
for  the  handicapped  by  providing  support  serv- 
ices for  both  handicapped  students  ($194,000) 
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and  handicapped  employees  ($115,000). 

7.  Small-Farm  Advisors — Small  farmers  will 
receive  better  service  from  the  University  with  a 
proposed  increase  of  $100,000.  This  increase 
would  add  four  additional  county  advisors  to 
work  with  backyard  and  community  gardeners 
as  well  as  small  farmers  in  Kern  County  and  the 
Salinas  and  Sacramento  Valleys. 

CALIFORNIA  STATE  UNIVERSITY  AND 
COLLEGES 

Under  the  provisions  of  the  1960  Master  Plan 
for  Higher  Education,  the  California  State  Uni- 
versity and  Colleges  (CSUC)  provide  instruc- 
tion in  the  liberal  arts  and  sciences  and  in 
professions  as  well  as  applied  fields  requiring 
more  than  two  years  of  collegiate  effort.  Also 
mandated  is  instruction  in  teacher  education  for 
undergraduate  and  graduate  students.  In  addi- 
tion, the  doctoral  degree  may  be  awarded  jointly 
with  the  University  of  California  or  private  insti- 
tutions, and  faculty  research  is  authorized.  The 
CSUC  19  campus  system  is  governed  by  a  23 
member  Board  of  Trustees  which  appoint  the 
Chancellor. 

Current  Accomplishments 

Currently  the  CSUC  administers  to  229,958 
full-time  equivalent  students  (FTE)  which 
represents  a  decrease  of  7,122  FTE  from  the 
budgeted  enrollment.  The  reductions  are  not  re- 
corded until  1979-80  because  of  Control  Sec- 
tions in  the  1978  Budget  Act.  During  1978-79 
the  CSUC  system  established  task  forces  to  iden- 
tify educational  and  operational  activities  where 
economies  could  be  achieved.  The  specific  fiscal 
objective  for  the  various  task  forces  was  a  reduc- 
tion in  expenditures  of  $14  million  for  1978-79. 
The  recommendations  of  the  task  forces  will  be 
carried  into  the  1979-80  budget  year  as  well, 
with  a  goal  of  reducing  expenditures  by  an  addi- 
tional $6.9  million. 

Proposed  Accomplishments 

For  1979-80,  the  CSUC  system  anticipates 
enrolling  230,510  FTE.  This  represents  a  decline 
from  the  previous  year  budgeted  enrollment  of 
6,570  FTE.  The  1979-80  budget  provides  a  total 
of  $714.2  million  in  General  Fund  support.  This 
is  an  increase  of  $22.3  million  (3.2%)  above  the 
amount   appropriated   for   the    1978-79   fiscal 


year.  The  total  of  $714.2  million  includes  a  re- 
duction of  $8,459,436  necessitated  by  the  fall  in 
enrollments.  This  budget  also  contains  funds  for 
continued  implementation  of  public  safety  pro- 
grams on  the  campuses  ($637,686);  increased 
acquisition  of  library  volumes  by  52,400 
($1,336,200);  an  increase  for  student  affirmative 
action  to  train  counselors  and  cooperate  on  an 
early  identification  program  with  a  unified 
school  district  ($158,296);  an  augmentation  to 
extend  the  student  writing  skills  program  to  all 
lower  division  students  ($901,963),  and  funds  to 
initiate  the  replacement  of  out-dated  EDP  batch 
processing  equipment  ($728,824). 

Also  included  for  1979-80  is  $403,266  for  the 
California  State  University  and  Colleges  fr  im- 
plementation of  collective  bargaining  authorized 
under  Chapter  744,  Statutes  of  1978. 

BOARD  OF  GOVERNORS 
CALIFORNIA  COMMUNITY  COLLEGES 

The  Board  of  Governors  serves  primarily  as  a 
planning,  coordinating,  reporting,  advising  and 
regulating  agency.  There  are  70  local  commu- 
nity college  districts  and  105  colleges  statewide. 
The  Chancellor's  Office  is  the  administrative 
staff  of  the  Board.  It  directly  administers  a  cre- 
dentialing  program,  the  State-funded  Extended 
Opportunity  Programs  and  Services  (EOPS), 
certain  aspects  of  federally  funded  occupational 
programs,  a  grant  and  loan  program  for  commu- 
nity colleges  engaged  in  projects  of  innovative 
and  nontraditional  methods  of  instruction,  and 
State  apportionments  to  the  70  local  districts. 

Current  Accomplishments 

State  aid  for  community  colleges  during  1978 
-79  is  determined  by  SB  154  (Chapter  292,  Stat- 
utes of  1978)  formula  calculations  which  su- 
perseded the  apportionment  process  established 
by  SB  1641/76.  The  SB  154  process  used  target 
budgets  for  community  college  districts.  The 
target  budgets  are  the  estimated  revenues  that 
would  have  been  received  by  the  districts  if 
Proposition  13  had  not  been  approved.  State 
support  of  these  budgets  was  provided  from 
$535.3  million  in  apportionment  funds  and  $260 
million  from  the  General  Fund  appropriation 
contained  in  SB  1 54.  The  combined  State  aid  in 
addition  to  property  tax  revenues  and  available 
district  reserves,  will  allow  community  college 
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districts  approximately  90  percent  of  their  target 
budget  revenues  for  1978-79. 

Proposed  Accomplishments 

Because  Proposition  13  altered  the  previous 
ability  of  community  college  districts  to  raise 
local  property  tax  revenues,  if  community  col- 
leges are  to  maintain  current  year  expenditures, 
then  additional  State  aid  will  be  necessary 
through  another  local  support  bill  such  as  SB 
154  of  the  current  year.  Legislation  will  be 
proposed  to  redirect  part  of  this  additional  sup- 
port to  the  Cooperative  Education  and  Job 
Training  Program  in  the  Employment  Develop- 
ment Department. 

The  1979-80  Budget  contains  $32.1  million 
for  a  6  percent  cost-of-living  adjustment  for 
community  college  apportionments.  The  1979— 
80  apportionment  State  aid  to  community  col- 
lege districts  of  $567,380,794  will  be  available  to 
support  all  community  college  programs  except 
noncredit  courses  unless  these  courses  are  in  ele- 
mentary and  secondary  basic  skills;  a  course  in 
English  for  foreigners;  a  course  in  citizenship;  a 
course  in  a  trade  or  industrial  subject,  including 
apprenticeship  classes  as  they  are  defined  by  the 
Chancellor's  Office;  or  a  special  course  for  hand- 
icapped adults. 

One  of  the  significant  increases  in  this  budget 
is  for  Extended  Opportunity  Programs  and 
Services  (local  assistance).  The  additional  $3,- 
082,173  proposed  for  this  program  to  assist 
disadvantaged  students  is  a  17.7  percent  increase 
over  1978-79  and  will  serve  about  7,000  addi- 
tional students.  Included  in  the  additional  fund- 
ing is  a  6  percent  inflation  adjustment  for  grants 
and  services.  This  will  increase  the  average  fi- 
nancial grant  from  $257  to  $271.  Due  to  the 
ripple  effect,  the  number  of  students  served  will 
reach  64,391  in  1979-80  and  program  costs  will 
increase  to  $20,472,092. 

The  1979-80  proposed  budget  for  the  Board 
of  Governors  of  the  California  Community  Col- 
leges is  6.3  percent  above  the  1978-79  level. 


STUDENT  AID  COMMISSION 

The  State  of  California  provides  financial  as- 
sistance through  its  various  programs  to 
academically  able  students  who  desire  to  contin- 
ue their  education  beyond  high  school  but  who, 
without  financial  assistance,  would  find  it  dif- 
ficult or  impossible  to  do  so.  The  major  portion 
of  this  aid  is  provided  through  the  Student  Aid 
Commission  by  which  the  students'  own  re- 
sources can  be  complemented  and  supplemented 
thereby  enabling  attendance  at  both  private  and 
public  institutions  at  both  the  graduate  and  un- 
dergraduate levels.  Table  III  reflects  the  current 
and  anticipated  normal  growth  of  student  assist- 
ance under  existing  law. 

Current  Accomplishments 

In  1978-79,  the  Commission  will  administer 
approximately  $82.2  million  in  student  financial 
assistance  providing  for  62,391  grants.  In  addi- 
tion to  the  grant  programs,  this  agency  is  cur- 
rently commencing  operations  of  the 
Guaranteed  Student  Loan  Program  (Chapter 
1201/77).  Serving  as  the  state  student  loan  guar- 
antee agency  for  federally  reinsured  student 
loans,  an  estimated  $30  million  in  new  student 
loan  volume  will  be  available  to  students  in  the 
current  year. 

Proposed  Accomplishments 

For  1979-80,  approximately  $87  million 
which  will  provide  for  66,093  grants  will  be 
provided  through  the  Commission's  programs. 
This  increase  over  1978-79  includes  additional 
resources  for  the  Cal  Grant  Program  which  re- 
flects an  increase  in  the  maximum  amount  and 
numbers  of  grants  as  specified  by  Chapter  1215, 
Statutes  of  1978,  taking  into  account  the  addi- 
tional Federal  funds  received  in  1978-79.  An 
estimated  $60  million  in  new  student  loan  vol- 
ume is  also  anticipated  to  be  made  available 
through  the  State  Guaranteed  Student  Loan 
Program. 
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TABLE  III 
SUMMARY  OF  STUDENT  AID  GRANTS 

1977-78 


SCHOLARSHIPS— Cal  Grant  a 

Number  of  Grants  39,845 

Average  Amount/Grant  $1,295 

Total  Costs  $51,605,103 

General  Fund  ($46,115,415) 

Federal  Funds ($5,489,688) 

COLLEGE  OPPORTUNITY  GRANTS— Cal  Grant 
b 

Number  of  Grants  15,577 

Average  Amount/Grant  $1,117 

Total  Costs  $17,406,175 

General  Fund  ($13,382,829) 

Federal  Funds ($4,023,346) 

OCCUPATIONAL   EDUCATION   AND   TRAIN- 
ING GRANTS— Cal  Grant  c 

Number  of  Grants  1,928 

Average  Amount/Grant  $1,377 

Total  Cost  $2,654,804 

General  Fund  ($2,157,495) 

Federal  Funds ($497,309) 

BILINGUAL        TEACHER        DEVELOPMENT 
GRANTS 

Number  of  Grants  158 

Average  Amount/Grant  $1,935 

Total  Cost  (General  Fund) $305,691 

SUPERVISED  CLINICAL  TRAINING  GRANTS 

Number  of  Grants  50 

Average  Amount/Grant  $9,083 

Total  Cost  (General  Fund) $454,166 

GRADUATE  FELLOWSHIPS 

Number  of  Grants  1,090 

Average  Amount/Grant  $2,202 

Total  Cost  (General  Fund) $2,400,447 


1978-79 

1979-80 

1980-81 

1981-82 

39,871 

$1,394 

$55,583,836 

($49,974,152) 

($5,609,684) 

41,527 
$1,368 
$56,808,936 
($50,097,167) 
($6,711,769) 

43,271 
$1,368 
$59,194,728 
($52,482,959) 
($6,711,769) 

45,089 
$1,368 
$61,681,752 
($54,969,983) 
($6,711,769) 

19,037 
$1,045 
$19,891,982 
($15,782,036) 
($4,109,946) 

20,853 
$1,120 
$23,358,090 
($18,506,306) 
($4,851,784) 

22,834 
$1,120 
$25,574,080 
($20,722,296) 
($4,851,784) 

25,003 
$1,120 
$28,003,360 
($23,151,576) 
($4,851,784) 

2,166 

$1,486 
$3,218,314 
($2,701,572) 
($516,742) 

2,389 
$1,386 
$3,311,154 
($2,474,807) 
($836,347) 

2,434 
$1,386 
$3,373,524 
($2,537,177) 
($836,347) 

2,481 
$1,386 
$3,438,666 
($2,602,319) 
($836,347) 

160 

$1,969 
$315,000 

160 

$1,969 

$315,000 

160 

$1,969 

$315,000 

160 

$1,969 

$315,000 

50 

$10,000 

$500,000 

50 

$10,000 

$500,000 

50 

$10,000 

$500,000 

50 

$10,000 

$500,000 

1,102 

$2,448 

$2,698,000 

1,102 

$2,448 
$2,698,000 

1,102 

$2,448 

$2,698,000 

1,102 

$2,448 
$2,698,000 
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EDUCATION  CAPITAL  OUTLAY 


Resources  of  three  funds  are  proposed  to  fund 
the  most  critical  State-supported  capital  outlay 
programs  for  education  in  the  budget  for  the 
1979-80  fiscal  year.  They  are:  the  Capital  Out- 
lay Fund  for  Public  Higher  Education 
($31,360,380);  the  Health  Science  Facilities 
Construction  Program  Bond  Fund  ($5,- 
053,000);  and  the  General  Fund  ($53,000). 

The  Capital  Outlay  Fund  for  Public  Higher 
Education  is  funded  from  a  portion  of  the  State's 
tideland  oil  revenues.  Revenues  in  the  fund  for 
1979-80  are  proposed  to  be  expended  for  capital 
outlay  needs  for  the  University  of  California, 
General  Campuses  ($14,891,000)  and  Health 
Sciences  ($656,000),  Hastings  College  of  Law 
($99,000),  the  California  State  University  and 
Colleges  ($10,769,400),  the  California  Maritime 


Academy  ($130,680),  and  the  California  Com- 
munity Colleges  ($4,814,300). 

The  Health  Sciences  Facilities  Construction 
Program  Bond  Fund  derives  its  income  from  the 
sale  of  general  obligation  bonds.  The  fund  is 
used  exclusively  to  finance  Health  Science  capi- 
tal outlay  projects  for  the  University  of  Califor- 
nia. The  expenditures  proposed  for  this  budget 
will  exhaust  the  bonds  authorized  by  the  elector- 
ate in  1972. 

The  proposed  General  Fund  expenditure  is 
for  minor  capital  outlay  for  the  Department  of 
Education. 

Table  IV  illustrates  the  relationship  between 
fund  sources  and  the  use  of  those  funds  by  the 
education  segments. 


TABLE  IV 

TOTAL  EXPENDITURES  FOR  MAJOR  AND  MINOR  CAPITAL  OUTLAY  IMPROVEMENTS 
FOR  THE  SEGMENTS  OF  EDUCATION 

1979-80 


Department 
Expenditure  from:  of  Education 

General  Fund $53,000 

Capita]  Outlay  Fund  for  Public  Higher  Education  

Health  Science  Facilities  Construction  Program  Bond  Fund 

Subtotal,  State  Support $53,000 

Federal  Funds 

Nonstate  Funds - 

Subtotal,  Nonstate  Support 

TOTAL  CAPITAL  OUTLAY  PROGRAM  EXPENDITURE  BY  SEG- 
MENT      $53,000 


University  of  California 

Hastings 

General 
Campuses 

Health 
Sciences 

College 
of  Law 

$14,891,000 

$656,000 
5,053,000 

$5,709,000 

$99,000 

$14,891,000 

$99,000 

$2,585,000 
2,948,000 

$589,000 
9,704,000 

$10,293,000 

- 

$5,533,000 

- 

California 

State 

California 

California      Total  Capital 

University 

Maritime 

Community  Outlay  Expend! 

and  Colleges 

Academy 

Colleges      tures  by  Fund 

- 

- 

$53,000 

$10,769,400 

$130,680 

$4,814,300        31,360,380 

- 

- 

5,053,000 

$7,103,000 
$7,103,000 


$3,377,800 


$10,769,400   $130,680   $4,814,300   $36,466,380 


$3,174,000 
23,132,800 


$3,377,800   $26,306,800 


$20,424,000   $16,002,000   $99,000   $17,872,400   $130,680   $8,192,100   $62,773,1 


DEPARTMENT  OF  EDUCATION 

The  Department  administers  special  schools 
for  the  handicapped  children:  one  for  the  Educa- 
tion of  the  Blind,  two  for  the  Education  of  the 
Deaf,  and  three  for  the  Diagnosis  and  Education 
of  Neurologically  Handicapped  Children. 

Current  Accomplishments 

The  Special  Schools  for  the  Blind,  Deaf  and 
Multihandicapped  Children,  now  located  in 
Berkeley,  have  been  deemed  seismically  unsafe 
and  are  to  be  relocated  to  the  new  site  at  Fre- 
mont which  is  presently  under  construction.  The 
scheduled  occupancy  date  is  June  1980. 


Proposed  Accomplishments 

The  1979-80  budget  proposes  a  centralized 
day  security  communications  system  at  the 
School  for  the  Deaf,  Riverside. 

UNIVERSITY  OF  CALIFORNIA 

The  University  has  two  major  capital  outlay 
budgets:  one  pertains  to  the  eight  General  Cam- 
puses and  the  other  to  campuses  which  have 
Health  Sciences  programs. 

Current  Accomplishments 

The  1978-79  budget  reflects  the  planning  and 
construction  of  projects  using  the  funds  made 
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available  by  the  Health  Sciences  Facilities  Con- 
struction Program  Bond  Fund.  These  funds  are 
used  exclusively  to  finance  health  sciences  capi- 
tal outlay  projects  for  the  University  of  Califor- 
nia. Capital  Outlay  Funds  for  Public  Higher 
Education  (COFPHE)  funds  were  also  made 
available  for  the  highest  priorities  of  the  Univer- 
sity, the  construction  of  the  seismically  deficient 
patient  care  facility  at  the  University  of  Califor- 
nia, Sacramento  Medical  Center  and  planning 
funds  for  Schoenberg  Hall  at  the  Los  Angeles 
campus. 

Proposed  Accomplishments 

The  1979-80  budget  reflects  the  final  projects 
to  be  constructed  using  the  funds  made  available 
by  the  Health  Sciences  Facilities  Construction 
Program  Bond  Fund.  It  also  proposes  COFPHE 
funds  to  correct  and  complete  life  and  safety 
projects  and  construction  funds  for  the  Schoen- 
berg Hall  project  at  the  Los  Angeles  campus. 

THE  CALIFORNIA  STATE  UNIVERSITY 
AND  COLLEGES 

The  State  University  and  Colleges  consists  of 
19  campuses. 

Current  Accomplishments 

The  1978-79  Capital  Outlay  Program  reflects 
expenditure  of  the  funds  remaining  in  the  State 
Construction  Program  Fund  by  authorizing  the 
construction  of  the  long  delayed  library  building 
at  San  Jose  State  University.  In  addition,  COF- 
PHE funds  were  appropriated  to  purchase  land 
at  CSU,  Chico,  Humboldt,  and  San  Diego. 

Proposed  Accomplishments 

The  1979-80  budget  is  restricted  to  meeting 
the  health  and  safety  deficiencies  and  further 
removal  of  architectural  barriers  to  the  physical- 
ly handicapped. 

CALIFORNIA  MARITIME  ACADEMY 

The  Academy's  primary  objective  is  to  pro- 
vide the  highest  quality  of  instruction  in  the  nau- 
tical sciences,  marine  sciences  and  related  fields. 


This  program  produces  the  well-trained,  college- 
educated  officer  for  the  maritime  industry. 

Current  Accomplishments 

In  1978-79,  COFPHE  funds  were  appropriat- 
ed for  the  initial  and  final  phases  of  the  radar 
simulation  and  computer  science  laboratory  ad- 
dition, which,  with  prior  funding,  completes  the 
Academic  Master  Plan  for  the  conversion  to  a 
four-year  curriculum  and  achievement  of  full 
academic  accreditation. 

Proposed  Accomplishments 

The  1979-80  budget  proposes  the  expenditure 
of  COFPHE  monies  to  provide  all  buildings  on 
the  campus  with  a  synchronized  clock  system 
and  an  updated  fire  alarm  system,  which  is  the 
final  phase  of  construction  for  the  Academy. 

CALIFORNIA  COMMUNITY  COLLEGES 

The  Community  Colleges  are  designed  to  pre- 
pare the  student  after  high  school  with  a  two- 
year  degree  program  and  offers  vocational  train- 
ing. 

Current  Accomplishments 

The  1978-79  budget  reflects  the  expenditure 
of  the  funds  remaining  in  the  State  Construction 
Program  Fund  to  provide  the  necessary  plan- 
ning for  the  removal  of  architectural  barriers  to 
the  physically  handicapped  for  State-supported 
facilities.  In  addition,  COFPHE  funds  were  ap- 
propriated for  the  completion  of  essential  pro- 
grams at  the  various  community  colleges. 

Proposed  Accomplishments 

The  1979-80  Capital  Outlay  program  reflects 
the  effect  of  the  passage  of  Proposition  1 3  which 
virtually  eliminated  the  ability  of  a  district  to 
raise  its  matching  share  of  a  project  as  required 
by  current  State  law.  In  recognition  of  this  ef- 
fect, this  budget  includes  only  those  projects  for 
the  completion  of  life  and  general  safety,  re- 
moval of  the  architectural  barriers  to  the  physi- 
cally handicapped  for  State-supported  facilities, 
and  where  the  districts  have  certified  there  are 
sufficient  matching  funds  available  for  those 
projects  which  make  existing  facilities  operable. 
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General 
Government 


(Changes  and  Accomplishments) 


The  programs  within  this  area  include  general 
government  departments  such  as,  but  not  lim- 
ited to,  Public  Utilities  Commission,  FPPC,  In- 
dustrial Relations,  Food  and  Agriculture, 
Military,  Public  Defender  and  Board  of  Control. 

PUBLIC  EMPLOYMENT  RELATIONS  BOARD 

The  Public  Employment  Relations  Board  is 
responsible  for  the  orderly  conduct  of  employer- 
employee  relations  in  state  government  and  in 
the  state's  various  educational  systems. 

Current  Accomplishments 

Ninety  percent  of  the  state  school  districts 
will  be  "meeting  and  negotiating"  with  exclusive 
employee  representatives  during  the  current 
year. 

Proposed  Accomplishments 

Legislation  passed  in  1977  and  1978  extended 
the  Board's  jurisdiction  to  include  collective 
negotiations  for  all  State  employees  and  em- 
ployees of  the  University  of  California,  the  Cali- 
fornia State  University  and  Colleges,  and 
Hastings  College  of  Law.  To  enable  the  Board  to 
assume  this  added  workload,  16.7  new  positions 
and  $707,829  are  proposed  for  1979-80.  In  addi- 
tion, $1,285,812  is  proposed  for  allocation  to  the 
Board  by  the  Department  of  Finance  if  the 
Board's  workload  necessitates  additional  sup- 
port. 

CALIFORNIA  FISCAL  INFORMATION 
SYSTEM  (CFIS) 

In  the  current  year,  the  Department  of  Fi- 
nance implemented  the  development  of  the  Cali- 


fornia Fiscal  Information  System  in  order  to 
meet  the  State's  high-level  fiscal  information 
needs.  CFIS  will  make  available  to  Legislative 
and  Executive  Branch  decision-makers  a  com- 
puterized on-line,  graphic  oriented  inquiry  capa- 
bility for  revenues,  expenditures  and 
performance  indicators  for  both  organizations 
and  programs.  Additionally,  CFIS  will  be  able 
to  simulate  expenditures,  forecast  revenues  and 
compare  similar  activities  for  use  by  State  deci- 
sion-makers. 

Current  Accomplishments 

The  development  of  CFIS  is  planned  over  a 
seven-year  period  with  specific  developments  to 
be  accomplished  each  year.  In  the  current  year, 
a  "Request  for  Proposal"  was  issued  to  solicit 
appropriate  computer  software  proposals.  It  is 
anticipated  that  a  software  package  will  be  se- 
lected by  June  1979.  Work  began  to  expand  and 
standardize  the  State's  revenue,  expenditure 
and  General  Ledger  accounts,  and  to  review  the 
basis  of  the  State's  accounting. 

A  common  coding  is  being  developed  to  relate 
budgeting  and  accounting  data  for  line  item  ob- 
jects of  expenditure,  programs,  organizations, 
and  fund  sources.  Research  was  initiated  to  de- 
velop a  universal  coding  to  provide  for  a  com- 
parison of  similar  or  identical  activities.  Work 
started  to  define  and  implement  changes  to  the 
Controller's  Fund  Accounting  System,  and  to 
the  program  cost  accounting  capabilities  in  the 
systems  of  eight  large  departments.  Work  has 
also  begun  to  define  an  Institutions  Accounting 
System,  and  a  Standard  Accounting  System  for 
those  departments  that  do  not  have  computer- 
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ized  program  cost  accounting  capability.  The 
Department  of  Finance's  Budget  Preparation 
System  will  be  modified,  as  the  first  system 

change,  to  provide  for  legislative  tracking  of  the 

Budget  Bill. 

Proposed  Accomplishments 

In  the  budget  year,  CFIS  will  be  installed  and 
tested  and  will  be  receiving  information  from  the 
State  Controller's  accounting  system  and  the 
program  cost  accounting  systems  of  eight  large 
departments.  The  Federal  Trust  Fund  will 
become  operational  and  all  Federal  funds  will  be 
included  in  the  Budget  Bill.  A  new  Governor's 
Budget  and  Budget  Bill  will  be  developed  for 
1981-82,  with  modifications  to  the  Budget 
Preparation  System.  On-line  access  will  be  prov- 
ided to  the  Budget  Administration  System. 

The  1979-80  budget  of  $3.7  million  will  con- 
tinue to  fund  the  authorized  project  staff  of  35, 
provide  funds  to  acquire  CFIS  terminals  for  the 
Legislature  and  a  number  of  departments  and 
provide  funds  to  modify  and  develop  depart- 
mental fiscal  reporting  systems. 

DEPARTMENT  OF  FOOD  AND  AGRICULTURE 

The  Department  of  Food  and  Agriculture  is 
responsible  for  promoting  and  protecting  Cali- 
fornia agriculture  in  the  interests  of  public 
health,  safety  and  welfare. 

Proposed  Accomplishments 

The  1979-80  budget  proposes  to  add  20  work 
years  and  $1,105,644  for  the  Environmental 
Monitoring  and  Worker  Health  and  Safety  Pro- 
gams.  These  additions  will  be  used  to  accelerate 
efforts  to  minimize  the  hazards  to  health  and  the 
environment  resulting  from  the  use  of  pesticides. 
Objectives  will  be  achieved  through  expanded 
abilities  to  enhance  the  development  and  availa- 
bility of  biocontrol  organisms,  through  an  ex- 
panded integrated  pest  management  program, 
and  through  the  development  of  greater 
capabilities  to  monitor  hazards  pesticides  levels 
in  the  environment. 

DEPARTMENT  OF  INDUSTRIAL  RELATIONS 

The  objective  of  the  Department  of  Industrial 
Relations  is  to  foster,  promote  and  develop  the 
welfare  of  California's  wage  earners,  to  improve 
their  working  conditions,  and  to  advance  their 
opportunities  for  profitable  employment. 


Current  Accomplishments 

Of  75  CAL/OSHA  Consultation  service  posi- 
tions established  in  1978-79  and  limited  to  June 
30,  1979,  fifty  are  proposed  for  permanent  au- 
thorization in  1979-80  at  a  cost  of  $1,553,743,  of 
which  90%  will  be  supported  from  federal  funds 
and  10%  from  the  General  Fund. 

The  Operation  Outreach  program  in  the  Divi- 
sion of  Labor  Standards  Enforcement  includes 
28  positions  in  the  current  year  that  are  limited 
to  June  30,  1979.  This  program  has  proven  suc- 
cessful in  ferreting  out  employers  in  low  wage 
industries  who  are  in  violation  of  the  Labor 
Code,  and  on  this  basis  permanent  authorization 
of  the  28  positions  is  proposed  in  1979-80  at  a 
General  Fund  cost  of  $596,788. 

The  current  year  budget  includes  59  positions 
for  the  Concentrated  Enforcement  program  in 
the  Division  of  Labor  Standards  Enforcement. 
These  positions,  which  are  supported  from  Title 
II  funds  through  June  30,  1979,  are  proposed  for 
permanent  authorization  in  1979-80  at  a  Gen- 
eral Fund  cost  of  $1,1 13,877.  This  program  has 
made  significant  progress  toward  eliminating 
"sweat  shop  conditions"  in  the  garment,  restau- 
rant, and  hotel  industries,  where  illegal  aliens 
are  often  employed. 

Title  II  funds  support  12  positions  in  the  cur- 
rent year  to  enforce  laws  affecting  construction 
contractors,  including  payment  of  wages,  bene- 
fits, taxes,  licensing,  and  maintenance  of  safety 
standards.  Based  on  the  demonstrated  ability  to 
achieve  meaningful  benefits  for  the  workers  of 
California,  these  12  positions  are  proposed  for 
permanent  authorization  in  1979-80  at  a  Gen- 
eral Fund  cost  of  $248,502. 

Proposed  Accomplishments 

In  an  effort  to  achieve  greater  economy  in 
operations,  the  Department  of  Industrial  Rela- 
tions is  eliminating  30  hearing  reporter  positions 
as  a  result  of  more  efficient  scheduling  proce- 
dures and  the  increasing  use  of  informal  hear- 
ings which  do  not  require  the  recordation  of 
proceedings. 

Chapter  1244/78  (AB  3413)  requires  the  de- 
partment to  develop  and  maintain  a  hazardous 
substances  information  alert  repository.  One 
million  dollars  is  budgeted  for  this  purpose,  one- 
half  from  the  General  Fund  and  one-half  from 
federal  funds.  The  repository  will  be  developed 
by  contract  with  the  Department  of  Health  Serv- 
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ices. 

A  total  of  20  new  positions  and  $505,112  is 
budgeted  to  aid  the  Fair  Employment  Practices 
program  in  its  efforts  to  ensure  nondiscriminato- 
ry practices  in  employment  and  housing. 

Two  positions  and  $962,730  is  budgeted  to 
implement  on-line  computer  interface  with  the 
Teale  Data  Center  to  aid  case  tracking  and  cal- 
endaring for  the  Workers'  Compensation  Ap- 
peals Board  and  case  tracking  and  collection  of 
demographic  data  for  the  Division  of  Fair  Em- 
ployment Practices. 

CALIFORNIA  ARTS  COUNCIL 

The  California  Arts  Council,  established  by 
Chapter  1192,  Statutes  of  1975,  is  charged  with 
providing  for  the  artistic  needs  of  California's 
citizenry. 

Proposed  Accomplishments 

In  order  to  provide  for  artistic  expression  and 
increase  cultural  awareness  in  California,  all 
grants  programs  of  the  California  Arts  Council 
are  proposed  to  be  increased.  These  increases 
will  substantially  improve  access  to  cultural 
events  for  all  citizens  of  this  state.  In  order  to 
implement  this  program  an  increase  of  19  posi- 
tions and  over  $10  million  is  proposed. 

BOARD  OF  CONTROL 

The  Board  of  Control  considers  and  settles 
claims  against  the  state;  provides  equitable  al- 
lowances to  state  employees  for  travel  and  mov- 
ing expenses;  administers  the  merit  award  and 
the  indemnification  of  private  citizens  programs. 

Proposed  Accomplishments 

The  1979-80  budget  for  the  Board  of  Control 
proposes  an  increase  of  23  positions  and  $416,- 
489,  most  of  which  is  for  increased  workload  in 
two  program  areas. 

The  Local  Mandated  Costs  Program  proposes 
three  new  positions  for  a  two-year  limited  term 
(to  June  30,  1981)  to  process  increased  work- 
load. The  Victims  of  Crimes  Program  proposes 
20  new  positions  for  a  two-year  limited  term  (to 
June  30,  1981)  to  decrease  the  claims  backlog 
and  accommodate  the  workload  growth.  The 
limited  term  status  of  the  positions  allows  for  a 
complete  review  of  these  programs  before  per- 
manent positions  are  added. 


AUGMENTATION  FOR  EMPLOYEE 
COMPENSATION 

The  Employee  Compensation  budget  is  a  ve- 
hicle for  funding  salary  and  benefit  increases  for 
all  state  employees. 

Current  Accomplishments 

Although  state  salaries  were  frozen  in  the  cur- 
rent year  to  provide  maximum  assistance  to  lo- 
cal governments  impacted  by  the  passage  of 
Proposition  13,  there  were  benefit  increases. 

Chapter  1 180,  Statutes  of  1978,  increased  em- 
ployer contributions  for  miscellaneous  retire- 
ment members  from  15.85%  to  16.85%,  at  a 
total  cost  of  $31,400,000. 

Chapter  844,  Statutes  of  1978,  increased 
health  benefit  contributions  from  the  average  of 
85%  for  employees  and  65%  for  dependents  to 
an  average  of  100%  for  employees  and  90%  for 
dependents,  at  a  total  cost  of  $37,260,000. 

The  "meet  and  confer"  approach  to  employee 
compensation  issues  was  expanded  to  a  good 
faith  negotiating  system  by  Chapter  744,  Stat- 
utes of  1978.  The  determination  of  employee 
bargaining  units  is  underway. 

Proposed  Accomplishments 

Since  bargaining  units  have  not  yet  been  es- 
tablished and  negotiations  have  not  taken  place, 
no  amounts  for  employee  compensation  in- 
creases are  included  in  the  1979-80  Governor's 
Budget  other  than  for  judges,  who  are  guaran- 
teed a  five  percent  pay  increase  pursuant  to  ex- 
isting statute.  Upon  completion  of  the 
negotiations  for  Civil  Service  employees  and  in 
consideration  of  the  President's  Wage  and  Price 
Standards,  amendments  to  the  1979-80  Finan- 
cial Plan  will  be  proposed  to  the  Legislature  for 
all  employees  other  than  judges. 

When  the  1979-80  financial  plan  is  amended, 
in  addition  to  the  funds  provided  to  the  Univer- 
sity of  California  for  salary  increases,  the  Uni- 
versity will  be  given  the  authority  to  use,  at  its 
discretion,  any  savings  in  its  normal  operating 
budget  resulting  from  economies  of  consolidation 
or  elimination  of  activities  in  order  to  provide 
flexibility  for  salary  increases  beyond  that  specif- 
ically provided.  Allowing  the  University  to  exer- 
cise this  option  at  its  discretion  will  permit  the 
Regents  to  determine  the  relative  priority  of  on- 
going activities  of  the  University  in  relation  to 
the  need  for  special  salary  adjustments  for  fac- 


A-71 


ulty  and  staff. 

Other  compensation  improvements  that  are 
provided  for  in  departmental  budgets  total  $1.4 
billion.  These  include  $48.2  million  for  the  ap- 
proximately 40  percent  of  state  employees  who 
are  eligible  to  receive  merit  salary  adjustments 
and  $61  million  for  increases  in  the  state's  con- 
tributions to  the  Public  Employees'  Retirement 
System. 

Expenditures  in  1979-80  for  currently  au- 
thorized staff  benefits  (not  including  merit  sal- 
ary adjustments)  for  civil  service  and  related 
employees  will  be  approximately  30  percent  of 
salaries  and  wages  before  any  new  salary  in- 
creases or  benefits  are  enacted.  Additionally,  the 
equivalent  of  13  percent  will  be  provided  in  the 
form  of  vacation,  sick  leave  and  holidays. 

TAX  RELIEF 

Tax  relief  expenditures  total  nearly  $700  mil- 
lion in  the  budget  year.  The  passage  of  Proposi- 
tion 13  reduced  expenditures  for  property  tax 
relief  programs  by  over  fifty  percent,  the  same 
level  of  relief  provided  to  property  owners.  Ex- 
penditures for  tax  relief  were  over  $1.4  billion  in 
the  1977-78  year. 

Chapter  569,  Statutes  of  1978,  provided  for  a 
$  1 1 5  million  increase  in  tax  relief  for  the  budget 
year.  This  Statute  expanded  the  Renters'  Tax 
Relief  Program  to  include  welfare  recipients, 
provided  that  the  disabled,  regardless  of  age,  are 
eligible  for  the  Senior  Citizens'  Property  and 
Renters'  Tax  Assistance  programs,  and  in- 
creased the  benefits  of  the  Senior  Citizens'  Rent- 
ers' Tax  Assistance  Program. 

The  following  is  a  discussion  of  selected  tax 
relief  programs: 


Senior  Citizens'  Property 
Tax  Assistance  


$39,000,000 


This  program  provides  financial  assistance  for 
local  property  taxes  paid  by  375,000  low-income 
homeowners  who  are  62  years  of  age  or  older. 
Chapter  569,  Statutes  of  1978,  expanded  this 
program  to  include  the  disabled,  regardless  of 
age,  at  a  cost  of  $7  million.  The  decrease  in 
property  tax  liabilities  resulting  from  the  pas- 
sage of  Proposition  1 3  reduced  the  program  cost 
by  over  $40  million  in  the  budget  year. 


Senior  Citizens'  Property  Tax 

Deferral  Program  $12,000,000 

This  program  allows  senior  citizens,  62  years 
of  age  or  older  with  incomes  of  $23,200  or  less 
for  calendar  1978  to  completely  defer  payment 
of  their  property  taxes  on  the  home  they  occupy. 
For  succeeding  years,  the  income  limit  will  be 
adjusted  upward  to  reflect  changes  in  the  Cali- 
fornia Consumer  Price  Index. 

The  following  table  shows  the  costs  of  the 
Senior  Citizens'  Property  Tax  Deferral  Pro- 
gram. 

1977-78  1978-79  1979-80 

Actual  Estimated        Estimated 

Costs: 

State  Controller  ....  $160,603  $338,087  $355,599 

Franchise  Tax 

Board 197,000  60,000  60,000 

Assistance  Provid- 
ed   12,700,000        10,000,000        12,000,000 

Interest   on   Assis- 
tance1   400,000  1,700,000         2,700,000 

Total  Costs $13,457,603      $12,098,087     $15,115,599 

Repayments  of  As- 
sistance    $152,459        $2,000,000-'      $1,500,000-' 

Interest  on  Repay- 
ments   970               70,000             105,000 

Sale  of  Property -  50,000  165,000 

Total        Repay- 
ments   $153,429        $2,120,000       $1,770,000 

Net  Annual  Costs  ....  $13,304,174  $9,978,087  13,345,599 
Net  Cumulative 

Costs $13,304,174      $23,282,261      $36,627,860 

Properties  Subject  to 

Lien 9,900  11,500  13,000 


'  Interest  cost  determined  by  using  average  earning  rates  of  Pooled 

Money  Investment  Account. 
-'  Includes  property  tax  assistance  offsets  to  postponements  of  liens. 


Senior  Citizens  Renters' 
Tax  Assistance 


$101,000,000 


This  program  provides  assistance  to  nearly 
600,000  low-income  renters,  62  years  of  age  or 
older  to  offset  a  portion  of  local  property  taxes 
included  in  their  rent.  Chapter  569,  Statutes  of 
1978,  expanded  the  benefits;  increased  the  in- 
come limit,  adding  about  250,000  new  recipi- 
ents; and  included  about  275,000  disabled, 
regardless  of  age,  at  an  additional  cost  of  $94 
million.  Assistance  ranges  from  96  percent  to  4 
percent  for  eligible  claimants  with  incomes  up  to 
$12,000.  The  property  tax  equivalent  was  in- 
creased from  $220  to  $250  with  a  maximum 
payment  of  $240. 
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The  Legislative  Mandate  Program 


(Changes  and  Accomplishments) 


History 

An  early  effort  to  limit  rapidly  increasing 
property  taxes  was  the  enactment  of  Chapter 
1406,  Statutes  of  1972  (SB  90).  That  legislation 
established  maximum  property  tax  rates,  which 
was  intended  to  limit  the  amounts  collected  by 
local  government  and,  at  the  same  time,  required 
the  State  to  reimburse  local  government  for  the 
costs  of  any  state-mandated  programs.  Initially, 
such  reimbursement  was  limited  to  the  costs  of 
legislative  acts  enacted  after  January  1,  1973. 
However,  cities,  counties  and  special  districts 
were  also  entitled  to  reimbursement  of  costs  re- 
sulting from  the  issuance  of  executive  regula- 
tions after  that  date;  school  districts  were 
specifically  excluded  from  that  entitlement. 

As  the  Legislature  considered  bills  during  the 
1973-74  Session,  it  began  to  provide  interpreta- 
tions of  which  types  of  state  actions  constituted 
state  mandated  programs  whose  costs  were  to  be 
reimbursed  by  the  State.  It  did  this  by  including 
policy  statements  in  certain  legislation  indicat- 
ing that  such  legislation  did  not  qualify  for  reim- 
bursement of  its  costs  because  it  was  outside  the 
scope  of  the  programs  which  the  legislation 
previously  committed  the  state  to  reimbursing. 
In  addition,  the  Legislature  also  occasionally  in- 
cluded language  in  bills  stating  that  while  a  bill's 
costs  were  technically  reimbursable,  the  bill 
would  be  exempted  from  the  reimbursement  re- 
quirements of  SB  90. 

In  the  years  since  1972,  a  number  of  modifica- 
tions to  the  original  SB  90  have  been  enacted. 
These  modifications  have  generally  served  to 
broaden  the  scope  of  activities  which  qualify  for 
state  reimbursement  and  to  simplify  the  proc- 


esses for  obtaining  that  reimbursement.  For  ex- 
ample, school  districts  have  been  made  eligible 
for  reimbursement  of  costs  incurred  as  the  result 
of  the  issuance  of  executive  regulations  after 
January  1,  1978.  The  State  Board  of  Control  has 
been  empowered  to  accept  and  arbitrate  claims 
from  local  governments  based  on  executive  regu- 
lations. That  authority  has  been  expanded  to 
include  claims  based  on  actions  of  the  Legisla- 
ture. 

Operations 

Since  the  institution  of  the  reimbursement 
program  in  1973  many  bills  have  been  enacted 
which  have  provided  funds  for  local  governmen- 
tal entities  for  costs  incurred  because  of  state 
mandates.  For  these  programs,  the  State  Con- 
troller is  responsible  for  developing  parameters 
and  guidelines  for  payment  of  claims  against  the 
specific  Statutes.  In  the  event  that  there  are  in- 
sufficient funds  to  pay  all  of  the  claims,  addition- 
al funds  are  requested  from  the  Legislature 
through  an  omnibus  claims  bill.  It  should  be 
noted  that  the  Department  of  Finance  makes 
available  to  the  Controller  copies  of  the  mandate 
cost  estimates  prepared  by  the  Local  Mandate 
Unit  to  insure  that  his  office  will  have  the  benefit 
of  as  much  information  as  possible  relating  to 
mandate  policy  and  cost  as  considered  by  the 
Legislature. 

After  the  passage  of  the  original  SB  90  legisla- 
tion, the  Legislature  developed  a  series  of  dis- 
claimers to  limit  the  State's  liability  for  costs 
incurred  by  local  governmental  entities  in  com- 
plying with  mandates.  The  disclaimers,  as  origi- 
nally utilized,  were  to  declare  legislative  intent 
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that  for  a  specified  reason  the  State  was  not 
electing  to  reimburse  a  particular  legislative 
enactment  or  program.  These  specified  reasons, 
or  disclaimers,  became  formalized  as  follows: 

1.  Court  mandates 

2.  Federal  mandates 

3.  Initiative  enactment 

4.  Local  requests 

5.  No  new  duties 

6.  Subsequent  executive  orders 

7.  Nonreimbursable  revenue  loss 

8.  Technical  change 

9.  General  legislative 

10.  No  additional  cost 

1 1 .  Crimes  and  infractions 

12.  Cost-savings 

13.  Normal  operating  procedures 

14.  Self-financing  authority 

15.  Minor  cost 

16.  No  first-year  cost 

However,  the  enactment  of  Chapter  1135, 
Statutes  of  1977,  significantly  reduced  the  effec- 
tiveness of  these  disclaimers  and  now  the  Board 
of  Control  can  accept  virtually  all  claims  regard- 
less of  whether  there  is  a  legislatively  approved 
disclaimer.  This  law  change  has  the  net  effect  of 
denying  the  Legislature  an  opportunity  to  evalu- 
ate the  fiscal  and/or  mandate  aspects  of  a  bill 
and  make  a  determination  of  whether  the  State 
or  Local  Government  should  most  appropriate- 
ly pay  for  a  particular  piece  of  legislation. 

Once  the  Board  of  Control  has  determined 
that  a  chaptered  bill  contains  a  state  mandate, 
unless  the  Legislation  contains  specific  instruc- 
tions or  describes  precisely  what  the  bill  expects 
of  local  government,  the  Board  of  Control,  by 
law,  is  required  to  conduct  public  hearings  and 
adopt  parameters  and  guidelines.  The  purpose  of 
the  parameters  and  guidelines  is  to  enable  both 
the  Controller  and  the  claimants  to  utilize  com- 
mon criteria  for  evaluating  cost  elements  in  the 
claims/payment  process.  Comments  for  the 
hearing  are  solicited  from  the  claimants,  Depart- 
ment of  Finance,  other  interested  or  affected  en- 
tities and  the  Board  staff. 

Problems  and  Issues 

From  the  standpoint  of  local  government, 
there  is  a  continuing  concern  about  the  Board  of 
Control  and  legislative  action  on  mandated  costs 
claimed  through  the  Board  of  Control  process. 
That  is,  a  statute  may  impose  a  requirement  on 


local  government  without  the  fiscal  resources 
(appropriation)  to  reimburse  them  to  imple- 
ment the  requirement.  Without  those  resources 
local  government  must  utilize  the  claims  process 
and  hope  that  the  Board  of  Control  will  declare 
that  the  statute  mandates  a  duty  and  agrees, 
further,  that  costs  have  been  incurred  and  are 
reimburseable  by  the  State.  The  second  hurdle  in 
this  process  arises  when  the  Board  of  Control 
sponsored  claims  bill  is  considered  by  the  Legis- 
lature. There  is  no  guarantee  the  claims  will  be 
approved. 

Another  concern  of  local  government  is  the 
time  elapsed  between  the  point  when  costs  are 
incurred  and  a  warrant  is  received  from  the 
State.  This  time-frame  may  be  as  long  as  one  and 
one-half  years  from  the  date  of  implementation 
to  the  receipt  of  the  reimbursement. 

Further,  local  government  is  also  interested  in 
the  degree  of  detail  and  personnel  time  involved 
in  the  claims  preparation,  presentation  and  fol- 
low-up activities  in  the  Board  of  Control  proc- 
ess. 

The  State  generally  agrees  with  the  problems 
identified  by  local  government  and,  in  addition, 
has  recognized  several  other  problems  in  con- 
nection with  the  administration  of  this  program. 
These  are: 

1.  There  appears  to  be  a  lack  of  a  defined 
process  for  evaluating  the  need  to  continue 
previously  mandated  activities,  i.e.,  the  ab- 
sence of  a  "sunset  provision"  in  mandated 
legislation. 

2.  The  Board  of  Control,  as  a  result  of  recent 
amendments  to  the  SB  90  law,  currently 
has  the  authority  to  review  all  local  gov- 
ernment claims  for  reimbursement 
whether  there  is  or  is  not  disclaimer  lan- 
guage in  the  statute.  The  Legislature  no 
longer  has  the  ability  to  determine  which 
level  of  government  should  bear  the  costs 
of  a  particular  piece  of  legislation.  There 
appears  to  be  uncertainty  regarding  the 
State's  liability  to  reimburse  local  govern- 
ment when  mandated  legislation  contains 
legislative  disclaimers  of  one  kind  or  an- 
other. 

3.  The  State  is  without  the  authority  to  re- 
coup or  offset  savings  or  program  reduc- 
tions mandated  on  local  government.  For 
example,  recent  legislation  transferred  the 
mailing  of  election  materials  to  voters  from 
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local  government  to  the  Secretary  of  State. 
This  shift  created  a  savings  to  local  govern- 
ment of  approximately  S1.3  million.  There 
is  no  way,  under  the  SB  90  law,  to  reflect 
this  windfall  savings  to  local  government 
as  an  offset  against  the  State's  costs. 
4.  Still  another  problem  is  legislation  which, 
during  its  passage  through  the  Legislature, 
is  alleged  to  contain  no  mandate,  to  have 
no  cost,  to  have  offsetting  cost/savings  or 
otherwise  to  have  no  fiscal  impact  on  local 
government,  yet  later  the  Board  of  Control 
determines  the  legislation  contains  a  man- 
date and,  perhaps,  costs  as  well. 
While  there  are  a  number  of  other  problems 
which  should  be  resolved  to  improve  this  pro- 
gram, one  other  major  issue  to  be  illustrated  is 
the  growth  of  the  program  since  its  inception 
and  implementation  in  1973.  Expenditures  have 
increased  from  $3.2  million  in  1973-74  to  over 
an  estimated  $84.8  million  in  1979-80  with  the 
potential  of  an  additional  $27  million,  for  a  total 
cost  of  approximately  $111.8  million  in  just  six 
years.  Many  of  these  expenditures  are  of  a  con- 
tinuing nature  and,  therefore,  the  costs  will  con- 
tinue to  increase  over  time.  The  rate  of  increase 
will  be  governed  by  future  legislation  and  how 
the  Legislature  views  the  State/Local  Govern- 


ment relationship  with  respect  to  that  legisla- 
tion. One  of  the  objectives  of  this  presentation  is 
to  afford  the  Legislature  an  opportunity  to  be 
fully  aware  of  the  cumulative  effect  of  mandate 
legislation  on  the  fiscal  resources  of  the  State 
and  Local  Government.  Further,  this  display 
will  serve  to  point  out  the  need  for  remedial 
legislation  to  correct  some  of  these  problems. 


LEGISLATIVE   MANDATES— 1979-80 
GOVERNOR'S  BUDGET 

The  Legislative  Mandate  budget  is  presented 
separately  for  the  first  time  in  the  annual  Gover- 
nor's Budget  as  a  means  of  identifying  on  a  cu- 
mulative basis,  those  mandated  programs  for 
which  State  funding  is  being  provided.  The 
budget  is  presented  in  two  elements:  first,  those 
mandated  programs  which  are  reflected  within 
the  budgets  of  state  agencies  with  administrative 
responsibility  for  the  affected  programs;  and, 
second,  those  mandated  programs  which  do  not 
fall  within  the  jurisdiction  of  any  state  agency. 
The  latter  presentation  also  includes  a  prelimi- 
nary estimate  of  the  potential  cost  to  the  State  of 
programs  approved  for  funding  by  the  Board  of 
Control  b>  t  for  which  legislative  approval  has 
not  yet  been  obtained. 
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State  Construction  Programs 

(Changes  and  Accomplishments) 


Capital  outlay  construction  is  divided  into 
several  programs  of  which  the  most  encompass- 
ing is  the  State  Building  Program.  This  program 
includes  proposed  capital  outlay  requirements 
for  publicly  supported  education,  higher  educa- 
tion, mental  health,  developmental  services, 
health,  corrections,  and  general  office  space.  It 
also  provides  for  meeting  the  requirements  of 
several  agencies,  including  the  Department  of 
Forestry,  Department  of  Fish  and  Game,  De- 
partment of  Motor  Vehicles,  Department  of  the 
California  Highway  Patrol,  State  Highway  Pro- 
gram, and  the  Department  of  General  Services. 

The  sources  from  which  the  capital  outlay 
program  is  funded  are: 

1 .  Current  revenues  and  any  accumulated  bal- 
ances in  governmental  cost  funds  including 
moneys  collected  in  the  form  of  taxes,  li- 
cense and  permit  fees,  interest  on  invest- 
ment, and  similar  items  of  income. 

2.  Proceeds  from  the  sale  of  general  obliga- 
tion bonds  secured  by  the  "full  faith  and 
credit"  of  the  state.  Outstanding  bonds  of 
this  kind  include  (a)  State  Construction 
Program  bonds  and  (b)  State  Beach,  Park, 
Recreational,  and  Historical  Facilities 
bonds.  The  repayment  of  principal  and  in- 
terest on  such  indebtedness  constitutes  a 
preferred  claim  on  the  financial  resources 
of  the  state.  Within  this  classification  falls 
a  special  category  referred  to  as  "self-liqui- 
dating" bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  Develop- 
ment bonds.  In  the  case  of  this  special 
grouping,  such  bonds  although  legally  pos- 
sessed by  the  characteristics  of  general  ob- 
ligation bonds  are  serviced  from  the 
revenues   produced   by   the   ventures   or 


projects  financed  in  this  manner. 

3.  Revenue  bonds  that  are  secured  solely  by 
the  income  derived  from  the  use  or  opera- 
tion of  the  facilities  thus  funded. 

4.  Trust  certificates  representing  a  form  of 
capital  financing  which  makes  use  of  the 
large  balances  accumulated  in  trust  ac- 
counts or  funds  of  the  state.  Because  such 
funds  are  dedicated  to  meet  future  obliga- 
tions, sound  fiscal  management  dictates  the 
investment  of  the  currently  unneeded  cash 
in  these  accounts  and  funds.  One  way  of 
investing  these  moneys  is  to  purchase  trust 
certificates  issued  by  the  state  for  the  con- 
struction of  general  purpose  office  build- 
ings. 

5.  Funding  for  all  education  capital  outlay  is 
from  three  sources:  (1)  General  Fund,  (2) 
the  Capital  Outlay  Fund  for  Public  Higher 
Education,  and  (3)  proceeds  from  the  sale 
of  Health  Sciences  Facilities  Construction 
Program  Bonds.  Minor  capital  outlay 
projects  for  the  Department  of  Education 
are  to  be  funded  from  the  General  Fund. 
Capital  outlay  projects  for  the  University  of 
California,  Hastings  College  of  the  Law, 
California  State  University  and  Colleges, 
the  California  Maritime  Academy  and  the 
Community  Colleges  are  to  be  funded  from 
the  Capital  Outlay  Fund  for  Public  Higher 
Education  (COFPHE).  Health  Sciences 
facilities  other  than  acquisition  of  Sacra- 
mento Medical  Center  are  to  be  funded 
from  the  additional  proceeds  of  the  Health 
Sciences  Facilities  Construction  Program 
Bond  Fund. 

To  provide  a  complete  and  comprehensive 
picture  of  the  state's  capital  outlay  program  all 
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proposed  projects  are  included  in  the  capital  out- 
lay budget  regardless  of  the  source  of  financing. 
Following  the  generally  accepted  principles  of 
governmental  accounting  however,  only  expend- 
itures from  governmental  cost  funds  are  includ- 
ed in  the  budget  totals.  Governmental  cost  fund 
along  with  selected  bond  fund  expenditures  are 
included  in  the  overall  expenditure  totals.  Ex- 
penditures from  bond  proceeds  and  other  forms 
of  borrowing  are  reported  as  expenditures  of  the 
fiscal  years  in  which  the  payments  on  principal 
and  interest  are  made. 

The  Department  of  Food  and  Agriculture 
1979-80  Capital  Outlay  Program  provides  $1,- 
582,500  for  the  construction  of  a  Poultry  and 
Livestock  Diagnostic  Laboratory  in  San  Bernar- 
dino. This  is  a  continuation  of  the  project  for 
which  $97,800  was  included  in  the  1978-79 
budget  for  planning  and  working  drawings. 

The  Wildlife  Conservation  Program,  as  ad- 
ministered by  the  Department  of  Fish  and  Game 
and  the  Wildlife  Conservation  Board,  provides 
for  the  protection,  propagation,  and  manage- 
ment of  the  State's  fish  and  wildlife  resources. 
The  State,  Urban,  and  Coastal  Park  Bond  Act, 
as  approved  by  the  voters  in  November,  1976, 
makes  $15,000,000  available  to  the  Wildlife 
Conservation  Board  for  acquisition  and  general 
development.  In  1979-80  these  funds  will  con- 
tinue to  be  allocated  for  this  expanded  program. 
In  addition  the  Department  of  Fish  and  Game's 
capital  outlay  budget  includes  $4,000,000  which 
is  mostly  for  modernization  and  expansion  of 
fish  hatcheries.  Revenues  from  increased  license 
fees  have  helped  to  overcome  prior  financial 
problems  which  precluded  these  projects  in  re- 
cent years. 

The  Department  of  Parks  and  Recreation's 
Acquisition  and  Development  Program  reflects 
the  continuing  effort  to  meet  California's  recrea- 
tional needs.  The  1979-80  budget  for  this  pro- 
gram includes  $17,550,000  for  acquisition  of 
new  lands  for  the  State  Park  System.  These 
projects  will  be  funded  from  the  Collier  Park 
Preservation  Fund,  the  Park  and  Recreation  Re- 
volving Fund,  the  Off  Highway  Vehicle  Fund, 
and  the  State  Urban  and  Coastal  Park  Bond 
Fund. 

The  1979-80  budget  for  facilities  development 
includes  $1,998,400  for  minor  capital  outlay 
projects  and  $268,350  for  working  drawings  for 
day  use  facilities  at  Candlestick  Point  State  Rec- 


reation Area.  No  other  capital  outlay  funds  are 
budgeted  in  this  program  in  order  to  provide  an 
opportunity  to  reassess  the  type  and  quantity  of 
development  which  should  be  undertaken  in  or- 
der to  keep  ongoing  operating  costs  to  a  mini- 
mum level. 

The  Division  of  Exposition  and  State  Fair's 
Construction  Program  includes  $525,000  for 
various  minor  improvements.  Consideration  of 
further  major  construction  projects  await  the 
adoption  of  the  program  and  facilities  master 
plan  currently  being  formulated. 

The  California  Water  Facilities  Program  re- 
flects the  funding  of  the  State  Water  Project  as 
it  enters  its  18th  year.  Construction  work  for 
those  facilities  necessary  for  the  initial  deliveries 
of  water  in  Northern  California,  the  San  Fran- 
cisco Bay  area,  the  San  Joaquin  Valley  and 
southern  California  are  operationally  complete. 
However,  there  is  still  considerable  on-going 
planning,  design,  and  construction  activities  for 
correcting  deficiencies  uncovered  during  opera- 
tional testing,  facilities  phasing,  and  power  sup- 
ply. The  major  emphasis  during  1979-80  will  be 
on  obtaining  additional  power  sources  for  the 
Project,  particularly  from  geothermal  and  coal 
resources. 

The  Department  of  the  Youth  Authority's 
Capital  Outlay  Program  of  $2,253,900  for  the 
1979-80  fiscal  year  covers  a  number  of  priority 
projects,  including  funds  for  preliminary  plan- 
ning and  working  drawings  for  a  new  Infirmary 
and  a  Vocational  Education  Shop  at  Preston 
School  of  Industry.  The  Department's  1979-80 
Capital  Outlay  Program  also  provides  $455,500 
for  the  replacement  of  the  security  sound  sys- 
tems at  various  Youth  Authority  Institutions. 

The  Department  of  Corrections  is  experienc- 
ing continued  population  growth.  It  is  impera- 
tive to  move  ahead  with  the  process  of  planning 
and  construction  of  new  correctional  institu- 
tions to  provide  sufficient  capacity  to  meet  this 
need.  Chapter  789,  Statutes  of  1978  (SB  1342) 
appropriated  $7.6  million  for  preliminary  plan- 
ning for  maximum  security  facilities  and  other 
specified  purposes.  However,  in  order  to  main- 
tain the  momentum,  the  Department's  Capital 
Outlay  Program  for  fiscal  year  1979-80  includes 
$100,000,000  for  the  next  phase  of  planning, 
construction  and  equipping  new  facilities.  An 
additional  $3,196,206  is  also  provided  in  the  De- 
partment's 1979-80  program  to  cover  a  number 
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of  priority  projects  including  security  renovation 
projects  at  San  Quentin  State  Prison  and  Deuel 
Vocational  Institution,  Tracy. 

The  Department  of  Motor  Vehicles  Capital 
Outlay  Program  of  $4,102,750  for  the  1979-80 
fiscal  year  proposes  construction  funds  for  office 
buildings  at  Compton,  Oroville,  Davis,  Vallejo, 
and  Victorville. 

The  Department  of  the  California  Highway 
Patrol  Capital  Outlay  Program  of  $3,208, 146  for 
the  1979-80  fiscal  year  proposes  construction 
funds  for  area  offices  at  San  Juan  Capistrano, 
Riverside,  and  Santa  Cruz;  site  acquisition  funds 
for  an  area  office  at  Hollister-Gilroy;  and  funds 
to  purchase  leased  facilities  at  Chico,  Banning, 
and  Mojave. 

The  Department  of  General  Services  1979-80 
Capital  Outlay  Program  proposes  total  expendi- 
tures of  over  $38.3  million  of  which  $34.1  mil- 
lion is  for  the  continuation  of  new  State  building 
projects  originally  proposed  in  the  1978-79 
budget  for  which  funds  were  reserved.  These 
buildings  are:  Equipment  for  site  1A  and  con- 
struction of  sites  1-C  and  3  in  Sacramento,  plan- 
ning for  Sacramento  sites  1-D,  4  and  5,  working 
drawings  for  Sacramento  site  6  and  Van  Nuys, 
and  land  acquisition  and  planning  for  a  new 
building  in  Oakland. 

Also  included  are  new  funds  in  the  amount  of 
$4.2  million  for  a  number  of  projects  of  which 
the  more  significant  are:  the  construction  phase 
of  the  Gasification  Technology  Project  at  the 
Sacramento  central  heating  and  cooling  plant 
and  the  design,  construction  and  operation  of 
two  peripheral  parking  sites  in  Sacramento. 

The  Employment  Development  Department 
Capital  Outlay  Program  for  1979-80  represents 
a  continuation  of  construction  of  field  offices  for 
departmental  activities,  and  includes  ten 
projects  consisting  of  working  drawings,  site  ac- 
quisition, general  improvements,  and  planning 
funds.  The  total  cost  of  $3,485,600  for  these 
projects  will  be  recovered  by  the  fund  from 
which  they  are  financed  by  monthly  payments 
from  federal  sources. 

The  Department  of  Developmental  Services' 
Capital  Outlay  Program  of  $52,935,432  for  the 
current  year  includes  a  $6.2  million  deficiency 
for  fire  and  life  safety  and  environmental  im- 


provement efforts.  In  order  to  forestall  the  loss 
of  Federal  financial  participation  under  Title 
XVIII  and  XIX  in  excess  of  $1  million  monthly, 
the  Director  of  the  Department  of  Finance  au- 
thorized a  loan  from  the  Emergency  Fund  of 
$820,000  to  the  Department  to  provide  that  cli- 
ents residing  in  the  state  hospitals  in  1982  be  in 
code-conforming  buildings.  In  fiscal  year  1978— 
79,  deficiency  legislation  in  the  amount  of  $6,- 
203,893  will  be  supported  to  repay  the  Emer- 
gency Fund  loan,  fund  preliminary  plans  for  an 
additional  33  patient-occupied  buildings  in  the 
state  hospitals,  and  provide  for  temporary  build- 
ing while  construction  is  in  process. 

The  budget  year  program  of  $43,812,490  in- 
cludes a  number  of  high  priority  projects  in  the 
state  hospitals.  The  budget  includes  $39,226,563 
for  construction  of  the  additional  33  patient  oc- 
cupied buildings  and  construction  and  cost  up- 
dates for  projects  previously  budgeted  for  fire 
and  life  safety  and  environmental  improve- 
ments. In  total,  this  amount  coupled  with 
amounts  previously  budgeted  for  fire  and  life 
safety  and  environmental  improvements  repre- 
sents a  commitment  of  approximately  $95  mil- 
lion. Other  major  capital  outlay  expenditures  in 
the  amount  of  $3,620,625  are  proposed  for  air 
conditioning,  and  upgrading  electrical  distribu- 
tion systems  in  several  state  hospitals;  improving 
water  service  at  Camarillo,  alterations  to  the 
laundry  at  Fairview,  replacement  of  hot  water 
lines  at  Napa,  and  elevator  replacement  at  So- 
noma. Minor  capital  outlay  expenditures  of 
$965,302  are  included  for  various  projects  in 
each  state  hospital. 

The  Department  of  Mental  Health's  Capital 
Outlay  Program  of  $1,568,808  includes  funds 
for  a  security  alerting  system  (Phase  II)  and  air 
conditioning  at  Atascadero  State  Hospital;  re- 
placement of  boilers  and  air  conditioning  at 
Metropolitan  State  Hospital;  and  $143,008  for 
various  minor  capital  outlay  projects. 

The  Department  of  Health  Services'  Capital 
Outlay  Program  includes  $965,874  for  several 
projects  at  the  Berkeley  Public  Health  Building 
and  miscellaneous  statewide  office  alterations. 
These  projects  include  autoclave  replacement, 
remodeling,  modernizing  elevators,  restrooms 
and  minor  capital  outlay. 
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Tax  Expenditures 


It  has  only  been  in  the  last  10  years  that  atten- 
tion has  been  given  to  tax  expenditures.  The 
California  Legislature  recognized  by  enactment 
of  Chapter  1762  in  1971  that  the  State  budget 
did  not  provide  a  complete  accounting  of  total 
expenditures.  Chapter  575,  Statutes  of  1976,  re- 
quires the  Department  of  Finance  to  prepare  a 
tax  expenditure  report  to  be  included  in  the 
Governor's  Budget  for  each  fiscal  year  begin- 
ning in  an  odd-numbered  year.  At  the  federal 
level,  the  Congressional  Budget  Act  of  1974  re- 
quired that  tax  expenditures  be  a  part  of  the 
budget,  beginning  in  fiscal  year  1976. 

In  recent  years  the  public  has  become  increas- 
ingly concerned  about  the  level  of  public  spend- 
ing, as  evidenced  by  the  current  tax  limitation 
movement.  However,  there  is  little  public  aware- 
ness of  the  magnitude  and  purpose  of  tax  expen- 
ditures, which  are  essentially  equivalent  to  direct 
expenditures.  This  report  estimates  that  Califor- 
nia tax  expenditures  exceed  $6.6  billion.  In  addi- 
tion there  are  $2.7  billion  of  local  property  and 
sales  tax  expenditures.  To  put  these  figures  into 
perspective,  State  tax  expenditures  are  equal  to 
36  percent  of  State  revenues  and  property  tax 
expenditures  represent  more  than  40  percent  of 
local  property  taxes. 

Tax  expenditures  are  revenue  losses  resulting 
from  provisions  of  the  tax  laws  that  provide  spe- 
cial or  selective  tax  relief  to  certain  categories  of 
taxpayers.  Such  revenue  losses  are  called  tax  ex- 
penditures because  they  are  very  much  like  pay- 
ments made  by  government  except  that  they  are 
made  through  a  reduction  in  taxes  rather  than 
through  the  legislative  appropriation  process. 


For  example,  if  a  person  in  the  ten-percent  state 
income  tax  bracket  contributes  $1,000  to  chari- 
ty, then  the  State  income  tax  is  reduced  by  $100. 
Under  the  current  procedure,  the  taxpayer 
chooses  the  recipient  of  the  contribution.  In- 
stead of  allowing  this  deduction,  the  State  could 
collect  the  $100  in  tax  and  then  spend  the  $100 
for  a  program  of  its  own  choosing — e.g.,  tax 
relief. 

Tax  expenditures  provide  relief  in  the  follow- 
ing manner: 

1 .  Special  exclusions,  exemptions  and  deduc- 
tions, which  reduce  the  amount  of  taxable 
income  and  therefore  result  in  a  lower 
amount  of  tax.  For  example,  excluding  mu- 
nicipal bond  interest  from  the  income  tax, 
exempting  the  sales  of  candy  from  the  sales 
tax,  or  allowing  a  deduction  for  bad  debts 
in  the  bank  and  corporation  tax. 

2.  Preferential  rates,  which  reduce  taxes  by 
providing  a  lower  tax  rate  on  similar  activi- 
ties. For  example,  the  one-half  of  one  per- 
cent insurance  tax  rate  that  is  applied  to 
premiums  on  annuities  whereas  the  rate  on 
all  other  premiums  is  2.35  percent. 

3.  Special  credits,  which  are  subtracted  from 
the  actual  taxes  due.  For  example,  the  in- 
come tax  credit  allowed  for  solar  energy 
devices. 

4.  Deferral  of  tax,  which  generally  results 
from  allowing,  in  the  current  year,  deduc- 
tions that  are  properly  attributable  to  a  fu- 
ture year.  For  example,  accelerated 
depreciation. 

The  tax  relief  provided  by  tax  expenditures  is 
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generally  available  to  any  taxpayer  who  meets 
the  requirement  of  the  tax  law.  It  is  similar  to  an 
expenditure  item  in  the  budget.  However,  with 
tax  expenditures  the  amount  expended  is  usually 
not  subject  to  any  annual  review  or  limit. 

Levels  of  Tax  Expenditures 

Tax  expenditures  frequently  have  been  enact- 
ed to:  (1)  enhance  the  business  climate,  such  as 
the  50  percent  exemption  of  inventories  from  the 
property  tax;  (2)  provide  tax  relief,  such  as  ex- 
empting low-income  persons  from  income  taxes; 

(3)  provide  equal  treatment  for  certain  kinds  of 
property,  such  as  taxing  sport  fishing  boats  in 
the  same  manner  as  commercial  fishing  boats; 

(4)  provide  a  relatively  low  tax  rate  to  allow  an 
infant  industry  to  flourish,  such  as  the  one-cent 
per  gallon  tax  on  wine;  (5)  expand  an  exemption 
already  granted,  such  as  extending  the  food  ex- 
emption to  candy;  or  (6)  conform  with  federal 
law,  such  as  the  retirement  credit  for  the  elderly. 

Unlike  legislative  appropriations,  a  tax  expen- 
diture is  usually  not  reviewed  unless  (1)  it  has 
received  unfavorable  publicity,  as  with  the  oil 
depletion  allowance;  (2)  the  Federal  law  has 
been  changed;  or  (3)  the  law  enacting  the  tax 
expenditure  has  a  provision  that  causes  the  tax 
expenditure  to  expire  on  a  given  date  or  event. 

According  to  the  study  on  tax  expenditures 
prepared  for  the  Commission  on  Government 
Reform,  there  are  over  200  identifiable  tax  ex- 
penditures in  the  California  State  and  local 
structure.  We  estimate  that  these  tax  expendi- 
tures will  total  $9.3  billion  in  1979-80,  or  ap- 
proximately one-third  of  all  tax  receipts. 

Tax  expenditure  estimates  cannot  be  simply 
added  together  to  form  totals  for  functional 
areas  or  a  grand  total.  In  some  cases,  the  revenue 
gain  resulting  from  the  deletion  of  two  tax  ex- 
penditure items  would  be  greater  than  the  sum 
of  the  individual  estimates.  For  example,  if  inter- 
est income  from  State  and  local  government 
securities  were  made  taxable  and  capital  gains 
were  taxed  at  ordinary  rates,  many  individuals 
would  be  pushed  into  higher  tax  brackets  than 
if  just  one  of  these  sources  of  income  became 
fully  taxable;  the  combined  effect  on  revenue 
would  be  greater  than  the  sum  of  the  two  sepa- 
rate estimates. 

In  other  cases,  the  revenue  gain  from  the  dele- 
tion of  two  items  would  be  smaller  than  the  sum 
of  the  individual  estimates.  If  the  deductibility  of 


mortgage  interest  payments  and  homeowner 
property  taxes  were  both  repealed,  and  the 
standard  deduction  unchanged,  many  individu- 
als who  now  itemize  their  deductions  for  income 
tax  purposes  would  opt  for  the  standard  deduc- 
tion, thus  limiting  the  revenue  gain.  In  general, 
elimination  of  multiple  items  that  are  personal 
deductions  would  increase  revenues  by  less  than 
the  simple  sum  of  the  revenue  gains  from  elimi- 
nating each  item  measured  separately,  since 
many  taxpayers  would  switch  to  the  standard 
deduction.  Conversely,  elimination  of  multiple 
items  that  are  exclusions  from  adjusted  gross 
income  would  increase  revenues  by  more  than 
the  sum  of  the  individual  gains  as  taxpayers 
would  be  pushed  into  higher  tax  brackets. 
Where  tax  expenditures  for  both  individuals  and 
corporations  result  from  the  same  tax  code 
provision,  the  two  estimates  may  appropriately 
be  added  together. 

The  Legislature  should  review  all  existing  tax 
expenditures  in  order  to  identify  the  beneficiary, 
and  to  determine  if  the  original  objectives  are 
still  deserving  of  the  subsidy.  It  should  be  recog- 
nized that  tax  expenditures  are  subsidies  granted 
to  a  special  category  of  taxpayers  and  are  fi- 
nanced by  all  other  taxpayers.  If  all  personal 
income  tax  expenditures  were  repealed,  then  the 
resultant  revenue  gain  would  allow  personal  in- 
come tax  rates  to  be  reduced  by  more  than  half. 
If  all  property  tax  exemptions  were  repealed, 
property  taxes  could  be  reduced  by  at  least  40 
percent. 

1978  Legislation 

__During  1978,  tax  expenditures  were  enacted 
in  the  personal  income,  inheritance,  sales,  horse 
racing,  and  bank  and  corporation  taxes.  These 
laws  are  expected  to  reduce  State  revenue  by 
almost  $710  million  in  1978-79  and  $72  million 
in  1979-80.  The  largest  of  these,  Chapter  569, 
quadrupled  the  personal  credit  for  the  1978  in- 
come year,  increased  personal  credits  and  the 
standard  deduction  by  the  increase  in  inflation, 
provided  for  a  tax  credit  for  the  elderly  and 
allowed  persons  who  sell  their  homes  a  one-time 
exclusion  from  gross  income  of  up  to  $100,000 
of  the  gain  from  the  sale.  Chapter  388  excluded 
gifts  made  before  January  1,  1977  in  the  compu- 
tation of  inheritance  taxes  and  is  expected  to 
reduce  1979-80  revenue  by  $5  million.  Chapter 
1 1 59  expanded  the  basis  for  the  solar  energy 
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devices  income  tax  credit  at  a  cost  of  $  1  million 
annually.  Chapters  20  and  129  provided  prefer- 
ential tax  rates  to  smaller  horse  racing  meetings 
at  a  cost  of  $825,000  annually. 

Various  minor  exemptions  were  enacted  to 
the  sales  tax  law.  These  included  sales  made  by 
parent-teacher  associations,  vitamins  sold  by 
chiropractors,  Medic-Alert  tags,  works  of  art 
sold  to  certain  museums,  and  materials  needed 
to  convert  vehicles  for  the  handicapped. 

A  summary  of  the  levels  of  identifiable  tax 
expenditures  by  major  tax  is  shown  in  the  fol- 
lowing table. 

IDENTIFIABLE  TAX  EXPENDITURES 
1979-80 

(In  Millions) 
State  tax  expenditures: 

Personal  income  taxes $3,838 

Retail  sales  and  use  taxes 1,835 

Inheritance  Tax  660 

Bank  and  corporation  tax 152 

Motor  vehicle  fuel  taxes  80 

Insurance  tax  40 

Horse  racing 5 

Total  State  tax  expenditures $6,610 

Local  tax  expenditures: 

Property  tax  $2,144 

Sales  tax 514 

Total  local  tax  expenditures $2,658 

TOTAL $9,268 


Property  Tax 

The  passage  of  Proposition  13,  which  reduced 
local  tax  revenue  by  approximately  $7  billion  in 
1978-79,  makes  the  study  of  property  tax  expen- 
ditures particularly  appropriate  at  this  time. 
Proposition  13  reduced  receipts  of  this  tax  by 
over  50  percent,  and  this  reduction  should  be 
considered  by  the  Legislature  in  the  evaluation 
of  existing  property  tax  expenditures.  In  light  of 
the  low  property  tax  rates  and  local  funding 
needs,  the  legislature  may  want  to  determine  if 
some  of  them  are  still  appropriate. 

The  property  tax  is  an  ad  valorem  tax  based 
on  the  assessed  value  of  property  as  of  March  1 
and  is  the  largest  source  of  revenue  for  local 
government  in  California.  Property  is  defined  as 
property  capable  of  ownership  whether  real,  per- 
sonal, tangible  or  intangible.  The  State  Board  of 
Equalization  assesses  property  owned  by  public 
utilities  and  sets  standards  by  which  local  gov- 
ernments assess  all  other  property.  The  tax  lia- 
bility is  determined  by  applying  the  one-percent 
tax  rate  prescribed  by  Section  1A,  Article  XIII- 
A,  plus  the  rate  needed  to  pay  interest  and  re- 


demption charges  of  any  indebtedness  approved 
by  the  voters  before  June  7,  1978  to  the  base  year 
value  adjusted  annually  by  an  inflation  rate  not 
to  exceed  2%. 

Originally,  property  taxation  was  based  on  the 
assumption  that  a  physical  stock  of  wealth  was 
the  most  equitable  measure  of  ability  to  pay  a 
tax.  However,  as  the  economic  system  devel- 
oped, other  measures  of  ability  to  pay,  such  as 
income,  expenditures,  and  intangible  assets 
(stocks,  bonds,  etc.)  became  more  important. 
At  the  same  time,  the  establishment  of  long-term 
mortgages  and  installment  purchases  (allowing 
other  than  the  very  wealthy  to  own  property) 
made  ownership  of  tangible  property  a  less  pre- 
cise measure  of  ability  to  pay.  Many  exclusions, 
exemptions,  and  preferential  rates  have  been 
adopted  to  reflect  these  changes. 

The  Constitution  provides  that  all  real  prop- 
erty exemptions  must  be  made  by  constitutional, 
rather  than  statutory,  amendment.  The  follow- 
ing highlights  some  constitutional  changes  that 
illustrate  this. 

In  1 894,  fruit  and  nut  trees  under  four  years 
of  age,  and  grapevines  under  three  years  old 
were  exempted.  Church  property  was  first  ex- 
plicitly exempted  in  1900.  Insurance  companies' 
personal  property  was  exempted  when  they  were 
placed  under  an  in-lieu  tax  structure  in  1910. 
The  taxation  of  intangibles  under  the  general 
property  tax  was  abandoned  when  the  Constitu- 
tion was  amended  in  1924  to  give  the  Legislature 
authority  to  "provide  for  the  taxation  of  intangi- 
bles in  a  manner,  at  a  rate,  or  in  proportion  to 
value  different  from  other  property."  In  1944, 
the  "welfare  exemption"  was  added  to  the  Con- 
stitution. This  provision  allows  the  Legislature 
to  fully  or  partially  exempt  property  used  for 
religious,  hospital  or  charitable  purposes  if  it  is 
owned  and  operated  by  a  nonprofit  organiza- 
tion. Legislation  enacted  in  1945  expanded  the 
exemption  to  include  property  used  for  scientific 
purposes.  Today  the  exemption  is  extensively 
used,  and  has  been  interpreted  by  the  courts  to 
cover  a  variety  of  uses. 

Recent  constitutional  changes  have  concen- 
trated on  providing  for  a  value  standard  other 
than  full  cash  value  rather  than  directly  exempt- 
ing items  from  the  base.  In  1960,  1966,  and  1972, 
the  State  adopted  provisions  which  restrict  the 
factors  to  be  used  in  assessing  the  value  of  golf 
courses,  open-space  lands,  and  owner-occupied 


A-83 


single-family  dwellings.  In  contrast,  a  1968  con- 
stitutional amendment  was  adopted  which 
granted  homeowners  an  exemption  of  up  to  $750 
of  their  assessed  value.  In  1972,  the  people  ex- 
tended the  homeowner's  exemption  to  $1,750  of 
assessed  value. 

In  June  1978,  the  voters,  in  adopting  Proposi- 
tion 13,  placed  a  limit  on  the  tax  rate  that  could 
be  used  and  restricted  the  amount  of  increase  by 
which  the  assessed  value  of  a  property  could 
increase  unless  a  change  of  ownership  occurred. 
In  November  1978,  Proposition  13  was  amended 
to  allow  real  property  reconstructed  after  a 
disaster,  as  declared  by  the  Governor,  not  to  be 
considered  as  newly  constructed  for  property 
tax  purposes  if  the  fair  market  value  of  such 
property,  as  reconstructed,  is  comparable  to  its 
fair  market  value  prior  to  reconstruction.  The 
Legislature  also  excluded  certain  transactions 
from  the  definition  of  a  change  in  ownership, 
such  as  interspousal  transfers. 

The  following  have  been  identified  as  property 
tax  expenditures. 

PROPERTY  TAX  EXPENDITURES 

1979-80 
Cost 

Government-owned  property $656,000,000 

Household  furnishings  400,000.000 

The  homeowners'  exemption  of  57,000  of  full  value  354,000,000 
Business  inventories  (50  percent  exempt)  reported 

on  business  property  statement 238.000,000 

Bonds  (and  intangibles) 200,000,000 

Property  used  exclusively  for  religious,  hospital,  sci- 
entific, or  charitable  purposes 79,000,000 

Property  used  exclusively  for  public  schools 66,000.000 

Open-space  property 50,000,000 

Church  property 31,000,000 

Colleges r. 23,000,000 

Computer  software 10,000.000 

Livestock 6,000,000 

Student  organization  personal  property 5,700,000 

Ground  time  exemption  for  air  earners. 3,550,000 

Aircraft  owned  by  U.S.,  State  and  political  subdivi- 
sion or  foreign  government 3,000,000 

Vessels,  over  50  tons,  or  vessels  used  exclusively  in 

commercial  fishing 3,000,000 

Disabled  veterans'  residence  exemption  of  $60,000 

of  full  value 2,660,000 

Aircraft  being  repaired 2,000,000 

Baled  cotton 2^000^000 

Racehorses,  foals 2,000,000 

Movie  film 1,500.000 

California  Academy  of  Sciences,  School  of  Me- 
chanical Arts.   Huntington   Library  and  Art 

Gallery,  and  the  Cogswell  Polytechnic  College.  1 ,000,000 

Cemeteries  1,000,000 

Fruit,  nut  trees  under  four  years,  and  grapevines 

under  three  years  of  age  or  held  for  planting.  1.000,000 

Growing  crops,  including  turf  grass 1,000,000 

Vessels.  $400  market  value  or  less I,00o!o00 

Veteran's  exemption  on  property  in  the  amount  of 
$1,000  for  a  single  veteran  who  owns  property 
valued  at  less  than  $5,000  or  for  a  married 

veteran  with  property  less  than  $10,000 379,000 


Veterans'  organizations  property 20,000 

Wine  and  brandy 15,000 

Business  records 7,000 

Blind  vending  stand  operator,  does  not  apply  to 

cafeterias.  Exempts  first  $1,500  of  inventory.  N/A 

Blood  and  human  body  parts N/A 

Civil  Air  Patrol,  personal  property  only N/A 

Documented  vessels N/A 

Goods  in  interstate  or  foreign  commerce N/A 

Historic  property N/A 

Livestock,  raised  by  nonprofit  youth  organization  N/A 
Personal  property  owned  or  leased  by  educational 

TV  and  FM  stations N/A 

Property  brought  to  this  State  for  exhibition  at  a  fair 

or  exposition  N/A 

Property  used  for  free  public  libraries  and  free  mu- 
seums is  exempt N/A 

Seed  potatoes  held  for  planting N/A 

Timber N/A 

Vessels  under  construction N/A 

Works  of  art  made  available  for  display  in  a  public- 
ly-owned gallery  or  museum N/A 

Total $2,143,831,000 


Cons  idem  tions 

Since  tax  expenditures  are  subsidies  provided 
to  certain  categories  of  taxpayers  by  all  the  tax- 
payers, it  is  desirable  that  the  public  should  ob- 
tain a  benefit  from  the  recipient  wherever 
reasonable.  Simply  stated,  a  public  subsidy 
should  result  in  a  public  benefit.  This  principle 
was  incorporated  last  year  by  Chapter  1019 
which  exempted  from  the  sales  tax  works  of  art 
purchased  by  museums,  provided  the  museum 
allows  the  public  free  admission  to  all  or  part  of 
its  exhibits  for  a  stipulated  period  of  time.  Thus, 
the  public,  in  providing  the  sales  tax  exemption, 
may  view  that  property  without  charge  in  ex- 
change for  the  exemption.  A  similar  provision  is 
contained  in  the  property  tax  law  which  pro- 
vides that  property  used  exclusively  for  the  pre- 
servation of  native  plants  or  animals,  or 
open-space  lands  used  solely  for  the  recreation 
and  enjoyment  of  scenic  beauty,  is  exempt  from 
property  tax  provided  it  is  open  to  the  public.  In 
this  context,  consideration  might  be  given  to  the 
requirement  that  the  beneficiary  of  a  charitable 
bequest  be  located  in  this  State  in  order  to  obtain 
a  reduction  in  State  taxes. 

Some  tax  expenditures  in  the  property  tax 
which  could  be  considered  for  amendment  to 
provide  a  public  benefit  are: 

Exempt  works  of  art  from  the  property  tax 

if  displayed  without  an  admission  charge  in 

California. 

Allow   some   free   admission   to   exhibits 

brought  into  the  State  as  a  condition  of 

exemption. 
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Require  all  hospitals  to  maintain  and  staff 
emergency  facilities  as  a  condition  of  re- 
ceiving the  tax  exemption. 
Require  tax  exempt  schools  and  colleges  to 
make  available,  under  reasonable  condi- 
tions, some  of  their  facilities  such  as  meet- 
ing rooms  for  community  organizations  or 
library  access  to  local  residents. 
Disallow  property  tax  exemptions  to  orga- 
nizations, other  than  religious  or  ethnic, 
that  practice  discrimination  against  a  seg- 
ment of  the  population  such  as  the  hand- 
icapped or  elderly. 
Consideration  might  also  be  given  by  the 
Legislature  to  imposing  a  fee  on  all  exempt  im- 
proved property  to  pay  for  some  of  the  services 
provided  to  that  property.  This  fee  could  be 
based  on  the  amount  of  exempt  square  footage 
or  other  nonvaluation  measure,  and  could  be 
applied  against  State  property  as  well  as  other 
property. 

Sunset  Provisions 

Programs  that  include  a  termination  date  are 
said  to  contain  a  "sunset  provision."  Sunset 
provisions  are  usually  enacted  to  give  the  Legis- 
lature time  for  study  and  to  determine  if  it  is 
desirable  to  continue  the  program.  Frequently  a 
bill  will  receive  the  necessary  votes  for  passage 
only  after  a  time  limit  is  added  to  the  measure. 

Much  has  been  written  about  putting  time 
limits  on  certain  tax  expenditure  provisions  so 
that  the  program  could  be  evaluated.  We  believe 
that  this  review  process  should  be  realistic  and 
follow  an  accepted  schedule.  The  sunset  concept 
calls  for  a  termination  of  the  program  unless  it 


is  affirmatively  reenacted.  The  purpose  of  this 
requirement  is  to  compel  a  review  of  each  pro- 
gram. Part  of  the  review  process  should  contain 
a  requirement  that  the  matter  be  heard  by  a 
legislative  interim  committee.  The  studies  that 
have  been  made  for  the  Legislature  in  conjunc- 
tion with  sunset  provisions  have  been  prepared 
by  the  Office  of  the  Legislative  Analyst.  Quite 
frequently  the  data  required  to  prepare  an  analy- 
sis of  the  economic  impact  and  cost  of  a  particu- 
lar exemption  are  unavailable  and  the  resultant 
study  is  inconclusive.  In  the  absence  of  any  in- 
formation, the  Legislature  has  frequently  re- 
enacted  the  exemption  without  another  sunset 
provision  rather  than  direct  a  definitive  study. 
We  recommend  that  every  study  should  include 
a  firm  recommendation  as  to  continuation  or 
curtailment  of  the  program. 

Another  approach  to  putting  a  time  limit  on 
tax  expenditure  provisions  might  be  to  put  a 
dollar  limit  on  it.  For  example,  Chapter  1082, 
Statutes  of  1977,  which  provided  the  solar  ener- 
gy tax  credit,  is  scheduled  to  expire  after  the 
1980  income  year.  At  the  time  that  this  bill  was 
considered,  it  was  estimated  that  it  would  result 
in  a  $90  million  revenue  loss  during  the  life  of 
the  bill.  The  Legislature  could  have  terminated 
the  credit  in  the  year  that  it  would  be  concluded 
that  the  $90  million  cost  would  have  been 
reached.  This  would  have  the  advantage  of 
putting  an  absolute  limit  on  the  amount  of  cost 
the  State  would  be  willing  to  assume  for  a  par- 
ticular program.  If  it  were  believed,  as  in  this 
case,  that  it  would  take  a  $90  million  subsidy  to 
get  this  industry  started,  then  it  should  not  mat- 
ter whether  the  $90  million  cost  occurs  in  one 
year  or  in  ten  years. 
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State  Tax  Expenditures 

The  following  table  summarizes  the  1979-80 
cost  of  state  tax  expenditures  which  have  been 
identified.  Estimates  were  made  on  each  tax  ex- 
penditure individually  and  no  allowance  was 
made  for  their  interaction.  A  variety  of  data 
sources  were  used  in  order  to  prepare  estimates 
of  these  costs. 

Estimated  Annual  Cost 
(In  millions) 

Sales  and  Use  Tax 

State  Local 

Food 

To  be  consumed  at  home $800  $224 

Candy 45  13 

Vending  machines — 33%  provision 12  3 

Gas,  electricity,  and  water 525  147 

Vessels  and  aircraft 200  56 

Cargo  and  returnable  containers 110  31 

Prescription  medicines 75  21 

Newspapers  and  periodicals 26  8 

Leases  of  motion  pictures  20  6 

Option  to  pay  on  cost  rather  than  rental 

receipts 13  4 

Sales  by  charitable  organizations  2  0.5 

Master  tapes  2  0.5 

Vending  machine  operators 2  0.5 

Monetized  bullion 1  - 

Optometrists  and  podiatrists 1 

Hot  food  sold  to  airlines 1 

Total $1,835  $514.5 


Costs  not  available — Sales  to  U.S.  government, 
sales  to  banks,  common  carriers,  out-of-state 
contractors,  printing  materials,  certain  meals, 
property  loaned  to  educational  institutions  and 
occasional  sales. 

Bank  and  Corporation  Tax 

State 

Exploration  and  development  expenses  $40 

Accelerated  depreciation 35 

Research  and  experimental  expenses  20 

Exempt  corporations  (from  minimum  tax  only)  13 

Charitable  contributions 10 

Solar  energy  devices 10 

Depreciation  of  low-income  rental  housing 6 

Exemption  from  preference  tax 6 

Percentage  depletion 5 

Bad  debt  reserves  4 

Certain  agriculture  costs 2 

Pollution  equipment  , 1 

Total $152 

Costs  not  available — Cooperatives,  lessee  im- 
provements; foreign  sea  or  air  carriers;  periodi- 
cal circulation  expenses;  deferral  or  organization 
expenses;  certain  dividends;  real  estate  invest- 
ment trusts;  consolidated  filing;  installment 
sales;  trademark  expenses;  life  insurance  pro- 
ceeds. 
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Personal  Income  Tax 

State 

Interest  expense $735 

Persona]  and  dependent  credi    450 

Property,  sales,  and  vehicle  taxes  370 

C.cpital  gains  exclusion 350 

Charitable  contributions 215 

Trade  &  business  expense,  union  dues  and  miscellaneous  195 

Employer  contributions  to  pension  plans 190 

Medical  expenses 130 

Head  of  household  status 115 

Employer  contributions  to  health  plans 115 

Employee  business  expense  97 

Standard  deduction 90 

Income  averaging  75 

Social  Security  Income 58 

Capital  gains  on  death  50 

Interest  on  government  bonds 44 

Expensing  of  certain  agricultural  costs 38 

Compensation  for  injuries  or  sickness  30 

Low  income  credit  30 

Exclusion  of  $100,000  of  gain  from  sale  of  home 25 

Individual  retirement  accounts  &  self  employed  retire- 
ment accounts  24 

Casualty  losses 19 

Accelerated  depreciation 1 6 

Taxes  paid  to  another  state 15 

Solar  energy  device/credits  15 

Professional  corporations 12 

Meals  &  lodging  furnished  by  employer  9 

Moving  expense 8 

Scholarships  &  fellowships 5 

Exploration  &  development  costs 4 

Percentage  depletion 3 

Timber  valuation  for  capital  gains  3 

Military  pay  exclusion  3 

Total , $3,538 

Additional  items  for  which  costs  are  not  avail- 
able or  are  of  less  significance  include:  small 
business  first-year  depreciation;  periodical  circu- 
lation expenses;  research  and  experimental  ex- 
penses; trademark  expenses;  exemption  from 
preference  tax;  pollution  equipment;  rental  value 
of  parsonages;  depreciation  of  child  care  facili- 
ties; child  support  and  alimony;  payments;  sale 
of  residence;  certain  deferred  compensation;  de- 
preciation of  low-income  rental  housing;  politi- 
cal contributions;  income  splitting  for  surviving 
spouse;  and  employee  death  benefits. 

Horseracing  Tax 

State 

Preferential  rates 3 

Preferential  breakage  treatment 2 

Total 5 


Gift  Tax 

Cost  not  available — Preferential  rates  to  class  A 
and  B  beneficiaries  (those  related  to  donor); 
community  property;  charitable  contributions- 
specific  exemptions;  annual  exemption;  intangi- 
ble property. 


Inheritance  Tax 

State 

Preferential  rates:  class  A  and  B  beneficiaries $315 

Specific  exemptions 235 

Charitable  contributions |00 

Life  insurance  exclusion ]o 

Total $660 

Cost  not  available — Public  pensions;  armed 
services;  war  risk  insurance;  nonresident  intan- 
gible property;  open-space  land  valuation;  pow- 
ers of  appointment. 

Insurance  Tax 

State 

Nonprofit  hospital  service  plans $27 

Pensions  and  profit-sharing \j 

Fraternal  benefit  societies \ 

Total $40 


Alcoholic  Beverage  Taxes 

Cost  not  available — Industrial  spirits  and  wine; 
distilled  spirits  used  in  food  products;  sales  to 
government  agencies  for  scientific  uses. 

Motor  Vehicle  Fuel  Taxes 

State 

Aircraft  uses,  primarily  commercial $45 

Sales  to  military 35 

Total $80 

Cost  not  available — Rapid  transit  systems. 

Motor  Vehicle  Fees 

Cost  not  available — Government  vehicles;  local 
passenger  common  carriers;  privately  owned 
schoolbuses. 
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Revenue  Estimates 


THE  NATIONAL  OUTLOOK 

The  Nation's  economy  performed  relatively 
well  during  1978,  with  a  level  of  activity  on  bal- 
ance only  slightly  below  the  forecast  made  at 
this  time  last  year.  After  a  somewhat  slow  start 
in  the  first  quarter,  which  was  adversely  affected 
by  severe  winter  conditions  in  the  northeast  and 
the  coal  strike,  activity  picked  up  strongly  dur- 
ing the  second  and  third  quarters.  It  is  now  es- 
timated that  real  growth  will  amount  to  3.9 
percent  for  the  year,  about  in  line  with  the  his- 
torical average. 

Despite  this  performance,  a  number  of  severe 
problems  arose  which  make  forecasting  for  1979 
particularly  difficult.  The  "rate  of  inflation  ac- 
celerated early  in  the  year  and  for  some  months 
reached  the  double-digit » level.  As  a  result, 
monetary  policy  was  tightened  considerably, 
leading  to  a  rapid  rise  in  interest  rates.  Despite 
these  developments,  the  underlying  strength  of 
the  economy  led  to  continued  substantial  in- 
creases in  industrial  production,  employment, 
incomes  and  key  sectors  such  as  housing. 

Projections  for  real  economic  activity  in  1979 
vary  widely.  In  general,  they  fall  within  a  range 
of  a  1  percent  increase  for  real  gross  national 
product  to  a  high  of  approximately  3'/2  percent. 
This  diversity  in  opinion  arises  in  large  part  from 
the  fact  that  the  economy  appears  to  be  in  a 
period  of  transition  at  the  present  time.  It  may 
be  argued,  on  monetarist  grounds,  that  high  in- 
terest rates  will  lead  to  a  sharp  slowdown  in 
activity  by  mid- 1979,  with  a  strong  possibility  of 
recession  (two  consecutive  quarters  of  decline  in 
real  GNP).  On  the  other  hand,  continued  in- 
creases in  key  economic  indicators  are  cited  to 
support  forecasts  of  further  expansion  at  rates 
between  2'/2  and  3'/2  percent.  Most  forecasters  are 
taking  a  position  between  these  two  extremes 
with  projections  in  the  2  percent  area.  These 
projections,  in  effect,  assume  that  national  poli- 
cies will  lead  to  what  is  often  referred  to  as  a 
"soft  landing."  Under  this  scenario,  federal  fis- 
cal and  monetary  policies  would  be  successful  in 


slowing  the  rate  of  growth  in  economic  activity 
sufficiently  to  curtail  inflationary  pressures, 
while  avoiding  an  actual  downturn  for  more 
than  one  quarter.  The  projections  of  the  Depart- 
ment of  Finance  have  taken  this  middle  ground 
as  the  most  reasonable  position  possible  at  the 
moment. 

There  are  a  number  of  factors  to  support  a 
forecast  of  real  growth  at  the  higher  end  of  the 
range — approximately  3  percent  for  this  year. 
The  traditional  indicators  of  recession,  which 
frequently  begin  to  soften  or  move  lower  some- 
time before  a  peak  in  economic  activity,  have  yet 
to  show  signs  of  deterioration.  Employment 
gains  in  the  goods-producing  industries,  for  in- 
stance, have  been  substantial  with  only  a  minor 
slowing  during  the  third  quarter  of  1978.  In- 
comes have  increased  steadily,  supporting  con- 
tinued strong  gains  in  retail  sales.  There  had 
been  no  problem  with  disintermediation,  or  the 
net  withdrawal  of  funds  from  savings  institu- 
tions, as  of  the  end  of  last  year.  This  factor  is 
particularly  important  for  the  housing  industry. 
To  some  extent,  furthermore,  the  acceptance  of 
the  variable  rate  mortgage,  or  VRM,  has  sus- 
tained demand  even  at  the  current  relatively 
high  level  of  interest  rates  for  home  mortgages. 

On  the  supply  side,  industrial  production  has 
increased  steadily  in  recent  months.  In  the  past, 
production  levels  have  tended  to  stabilize  for  a 
considerable  period  of  time  before  a  downturn. 
There  does  not,  however,  appear  to  be  any  severe 
inventory  imbalance  which  would  suggest  the 
potential  for  a  major  inventory  reduction  with 
accompanying  cutbacks  in  production  and  em- 
ployment. The  situation  with  respect  to  invest- 
ment is  also  favorable.  In  prior  recovery  and 
expansion  periods,  there  has  been  a  major  up- 
surge in  real  investment  activity  which  has  add- 
ed substantially  to  capacity.  During  the  most 
recent  expansion  phase,  investment  gains  have 
been  relatively  modest.  As  a  result,  there  has 
been  no  large  increase  in  capacity  which  would 
support  the  forecast  of  a  cutback  in  investment 
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until  such  new  capacity  could  be  absorbed. 

Perhaps  the  most  important  issue  concerns 
monetary  policy  and  interest  rates.  High  levels 
of  interest  rates,  accompanied  by  intentional  or 
unintentional  credit  restrictions,  have  tradition- 
ally stunted  economic  growth.  The  situation  in 
the  current  cycle  is  somewhat  different,  as  inter- 
est rates  have  moved  up  from  a  relatively  high 
level.  The  impact  of  high  rates  may  be  somewhat 
mitigated,  therefore — a  sharp  contrast  to  the 
negative  impact  rate  increases  had  four  years 
ago  coming  off  a  much  lower  interest  rate  struc- 
ture. Furthermore,  corporate  liquidity  is  in  a 
better  situation  today  than  during  the  last  reces- 
sion. This  factor,  coupled  with  anticipated  lower 
borrowing  requirements  than  existed  several 
years  ago  for  State  and  local  governments,  sug- 
gests that  monetary  resources  will  be  available 
for  sustained  levels  of  spending. 

Interest  rates  are  in  the  forefront  of  most  no- 
growth,  or  recession,  scenarios.  It  is  argued  that 
with  the  prime  rate  at  approximately  12  percent, 
there  will  be  a  substantial  credit  crunch  and 
slowdown  of  activity  in  key  sectors  such  as  hous- 
ing. This  will  lead  to  cutbacks  in  all  areas  of  the 
economy,  with  declining  employment  and  slow 
growth  in  income.  Lower  forecasts  also  assume 
that  the  Federal  Reserve  System  will  continue  to 
contract  or  restrain  expansion  of  the  money  sup- 
ply until  inflationary  pressures  can  be  brought 
down  substantially  from  recent  levels.  It  is  also 
pointed  out  that  real  wages  and  salaries  per  em- 
ployee are  falling  as  inflation  accelerates,  which 
may  curtail  consumer  spending.  To  date,  only 
auto  sales  have  shown  any  signs  of  moderation, 
easing  slightly  from  exceptionally  high  levels. 
Other  areas,  however,  continue  to  post  signifi- 
cant gains.  To  the  extent  that  the  acceptance  of 
higher  debt  levels  has  bouyed  spending,  any 
widespread  layoffs  could  contribute  to  a  general 
concern  about  job  stability,  and  thereby  lead  to 
efforts  to  reduce  obligations  by  cutting  back 
sharply  on  nonessential  consumption. 

Finally,  the  length  of  the  current  expansion 
must  be  taken  into  consideration.  As  of  Decem- 
ber 1978,  the  United  States  had  experienced  45 
months  of  growth  since  the  last  recession 
trough.  This  expansion  is  long  by  historical  ex- 
perience, yet  there  are  instances  in  which  an 
expansion  has  run  for  a  considerably  longer  peri- 
od of  time,  the  most  notable  being  the  106- 
month  period  between  February  1961  and  De- 


cember 1969. 

In  summary,  it  is  possible  to  substantitate  al- 
ternative forecasts:  a  recession,  lasting  from  six 
to  eight  months;  or  continuation  of  the  current 
expansion  with  perhaps  one  quarter  of  zero  or 
negative  real  growth.  The  latter  would  be  similar 
to  that  which  occurred  during  the  1967  first 
quarter  mini-recession. 

The  Department  of  Finance  forecast  for  1979 
is  for  growth  in  real  GNP  of  2.1  percent.  Person- 
al consumption  expenditures  are  expected  to  be 
weak  for  much  of  the  year,  and  only  moderate 
investment  gains  are  anticipated.  Real  growth  in 
the  government  sector  will  be  reduced  because 
of  intensified  efforts  both  to  reduce  the  size  of 
the  federal  deficit,  and  to  curtail  the  rapid 
growth  in  State  and  local  spending  in  many 
areas  of  the  country.  Interest  rates,  expected  to 
peak  during  the  first  quarter  this  year,  will  im- 
pact most  noticeably  on  housing  activity;  1,750,- 
000  housing  units  have  been  forecast  for  the 
year,  compared  to  1,970,000  in  1978. 

Employment  gains  will  be  slight  during  the 
first  half  of  the  year  and  will  average  only  2 
percent  for  1979  overall.  Personal  income 
growth  will  slow  to  10.4  percent. 

The  largest  unknowns  relate  to  the  trend  in 
interest  rates  and  consumer  prices.  It  is  likely 
that  interest  rates  will  peak  about  the  end  of  the 
first  quarter.  At  that  point,  however,  rates 
should  be  sufficiently  high  to  deter  unnecessary 
demands  for  funds,  and  therefore  restrain  activ- 
ity in  such  critical  sectors  as  investment,  housing 
and  major  consumer  durable  purchases.  Such 
developments  could  be  expected  to  lead  to  grad- 
ual moderation  in  the  rate  of  expansion  of  the 
consumer  price  index,  and  thereby  encourage  an 
easier  monetary  policy.  This  would  set  the  stage 
for  a  resumption  of  growth  in  economic  activity 
during  the  latter  part  of  1979. 

The  issue  of  consumer  prices  is  tied  to  the 
President's  recent  guidelines  announcement. 
There  is  considerable  concern  about  the  poten- 
tial effectiveness  of  the  guidelines,  which  would 
basically  limit  price  increases  to  approximately 
5%  percent  and  wage  gains  to  7  percent.  A  num- 
ber of  modifications  to  the  guidelines  have  been 
announced  in  recent  weeks,  suggesting  that 
there  will  be  room  for  adjustments  above  these 
levels  in  various  instances.  On  the  other  hand, 
several  key  sectors  of  the  economy  appear  likely 
to  adhere  to  the  guidelines,  which  will  increase 
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the  chances  of  the  policy  being  effective  in  tem- 
pering, if  not  substantially  reducing,  inflationary 
pressures. 

The  $18.7  billion  tax  cut  enacted  late  last  year 
will  have  a  relatively  minor  impact  on  the  econ- 
omy. Approximately  $12.7  billion  of  the  tax  re- 
duction will  accrue  to  individuals  starting  in 
January  of  this  year.  A  cut  of  this  magnitude  will 
not  greatly  stimulate  consumer  spending,  par- 
ticularly for  the  critical  durable  goods  industry. 
Rather,  it  will  offset  the  effect  of  higher  social 
security  taxes.  Automobile  sales,  for  instance, 
are  expected  to  drop  to  10.4  million  units,  down 
8  percent  from  the  1 1.3  million  achieved  in  1978. 
Continuing  strength  in  vans  and  small  trucks, 
however,  may  counteract  some  of  this  apparent 
weakness  for  the  industry.  Consumption  of  serv- 
ices, in  contrast,  will  continue  to  grow,  although 
at  a  rate  somewhat  below  that  of  1978.  Spending 
on  nondurables  will  be  determined  in  large  part 
by  the  trend  in  food  prices,  which  are  expected 
to  be  up  approximately  6  to  7  percent  for  1979. 
An  increase  of  7l/2  percent  during  the  year  was 
assumed  in  OPEC  oil  prices,  which  will  raise  the 
cost  of  both  gasoline  and  fuel  oil. a  Gradual 
decontrol  of  the  domestic  producing  sector  will 
also  raise  prices  over  time.  While  President  Cart- 
er has  the  authority  to  decontrol  petroleum 
prices  entirely  as  of  mid- 1979,  such  an  action 
would  negate  attempted  control  of  inflation 
through  the  guidelines  policies.  This  possibility 
has  therefore  been  discounted  in  the  present 
forecast. 

Corporate  profits,  reflecting  a  general  slowing 
in  activity,  are  expected  to  amount  to  $209  bil- 
lion, an  increase  of  4  percent  from  the  1978  level. 

The  problems  of  the  dollar  overseas  will  con- 
tinue during  the  coming  year.  While  actions  tak- 
en during  the  fourth  quarter  1978  to  strengthen 
the  dollar  were  moderately  successful,  some  fur- 
ther decline  in  value  may  still  occur.  This  will 
have  the  effect  of  increasing  import  prices,  and 
will  thereby  be  inflationary  to  the  extent  that 
imported  goods  continue  in  high  demand.  The 
U.S.  economy  is  in  a  strong  position  vis-a-vis 
most  other  nations,  however.  Furthermore,  im- 
provement of  various  European  economies 
along  with  the  developing  price  advantage  of 
U.S.  products  may  stimulate  exports.  While  in- 
ternational concerns  about  the  dollar  continue, 
therefore,  it  is  not  anticipated  that  the  deprecia- 
tion of  the  dollar  will  lead  to  a  sharp  downturn 


in  economic  activity  in  this  country. 

THE  CALIFORNIA  FORECAST 

The  California  economy  is  expected  to  fare 
better  than  that  of  the  nation,  whether  or  not  a 
recession,  or  growth  pause,  occurs  this  year. 
Much  of  this  strength  must  be  attributed  to  the 
exceptional  performance  in  California  during 
1978.  Wage  and  salary  employment,  for  in- 
stance, was  up  by  7'/2  percent  during  the  year, 
with  strong  gains  in  every  major  sector  except 
government  and  mining.  Largely  as  a  result  of 
this,  personal  income  rose  by  14  percent  for  the 
year,  with  a  gain  of  nearly  15  percent  in  the 
important  wage  and  salary  component.There  is 
inadequate  information  available  to  explain  this 
phenomenal  growth,  although  various  factors 
may  be  suggested.  There  are  indications,  for  in- 
stance, that  the  rate  of  net  migration  to  Califor- 
nia accelerated  between  1977  and  1978,  with  a 
significant  number  of  individuals  moving  to  the 
State  to  take  jobs  secured  while  out  of  state. 
There  are  also  reasons  to  suspect  an  increase  in 
the  relative  proportion  of  part-time  workers  who 
may,  to  a  large  extent,  be  the  second  or  even 
third  worker  in  a  family.  It  is  also  probable  that 
hiring  by  relatively  small  firms  gained  momen- 
tum on  a  broad  scale.  The  possibility  of  new 
business  location  in  the  State  at  a  higher-than- 
usual  pace  may  also  be  considered.  For  whatever 
reasons,  nonagricultural  wage  and  salary  em- 
ployment in  1978  amounted  to  9,239,000,  re- 
flecting a  growth  of  651,000 — the  largest 
numerical  increase  ever,  and  a  relative  gain  not 
experienced  since  the  Korean  War  build-up  in 
195 1.  b  In  fact,  if  the  California  economy  were  to 
remain  on  a  plateau  during  1979,  the  annual 
averages  would  show  significant  gains  due  en- 
tirely to  the  high  year-end  level  of  activity. 

The  State's  unemployment  rate  declined  sig- 
nificantly during  1978  concomitant  with  the 
strong  job  gain  recorded.  As  of  November,  the 
State's  jobless  rate  stood  at  6. 1  percent,  the  low- 
est level  since  early  1970.  For  all  of  1978,  unem- 


'  Subsequent  to  the  preparation  of  the  economic  forecast,  OPEC  an- 
nounced that  prices  would  rise  during  the  year  by  14'/,  percent. 

'  The  nonagricultural  wage  and  salary  employment  series  used  for  this 
analysis  is  the  interim,  unofficial  revision  of  the  data  prepared 
monthly  by  the  Employment  Development  Department.  The  series 
is  higher  than  the  officially  published  Bureau  of  Labor  Statistics 
series.  The  interim  data  are  benchmarked  quarterly  to  information 
on  actual  employment  levels,  while  the  BLS  series  is  benchmarked 
only  once  a  year.  The  interim  series  therefore  provides  a  more 
accurate  appraisal  of  the  current  situation  in  California  at  any  point 
in  time. 
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ployment  amounted  to  an  estimated  761,000  and 
the  unemployment  rate  to  7.2  percent. 

The  primary  areas  of  strength  this  year  are 
expected  from  three  sectors — services,  trade, 
and  the  finance  group.  Sharply  slower  growth  is 
anticipated  for  utilities  and  manufacturing, 
while  declines  are  expected  to  take  place  in  the 
construction  and  government  sectors.  Overall, 
employment  has  been  projected  up  3.4  percent 
this  year.  Personal  income  has  been  forecast  at 
$223.15  billion,  a  gain  of  13  percent. 

The  aerospace  sector  will  be  the  major  factor 
in  the  stability  of  manufacturing  in  the  face  of 
soft  economic  activity  nationally.  The  recent 
surge  in  orders  for  new  aircraft  will  benefit  Cali- 
fornia manufacturers  substantially.  The  order 
backlog  for  California  producers  has  increased 
over  the  past  year-and-a-half,  permitting 
stepped-up  assembly  operations.  Of  equal  sig- 
nificance, however,  is  the  fact  that  California 
firms  are  likely  to  receive  approximately  25  per- 
cent of  the  value  of  planes  ordered  through  the 
Boeing  Company  in  Seattle  on  a  subcontracting 
basis.  In  addition,  a  moderate  increase  in  real 
defense  spending  could  mean  additional  defense- 
related  business  for  the  State's  economy.  In  the 
late  1960's  and  early  1970's  the  substantial  cut- 
back of  the  space  program  led  to  a  major  read- 
justment in  the  aerospace  sector  which 
reinforced  normal  cyclical  developments.  In  the 
present  instance,  it  is  estimated  that  the  develop- 
ing strength  in  aerospace  will  act  as  a  contracy- 
clical  force  for  California. 

The  impact  of  Proposition  13  on  the  State's 
economy  has  been  minor  to  date.  As  of  Novem- 
ber, employment  in  government  had  been  re- 
duced by  approximately  30,000  from  the 
pre-Proposition  13  level,  and  was  46,000  below 
that  employment  total  which  would  have  been 
recorded  under  normal  growth.  Anticipated 
negative  effects  were  tempered  by  three  major 
factors.  In  the  first  place,  the  State  replacement 
of  $4.2  billion  of  lost  property  taxes  substantially 
eased  the  immediate  adjustment  to  a  lower  reve- 
nue level.  Second,  user  fees  and  other  charges 
have  been  raised  in  many  instances.  Finally,  it 
now  appears  that,  as  a  result  of  the  reassessment 
of  property  to  1975  values  and  the  subsequent  2 
percent  per  year  upward  adjustment  of  these 
values,  local  governments  will  lose  $6.8  billion 
rather  than  the  $7  billion  or  more  originally  an- 
ticipated. Revenue  losses  may  be  reduced  in  fu- 


ture years  when  the  full  reassessment  process  is 
completed. 

It  is  even  more  difficult  to  appraise  the  posi- 
tive impact  which  the  reduction  in  property 
taxes  has  had  on  the  State's  economy.  Many 
mortgage  payments  were  lowered  as  early  as  last 
August  to  reflect  anticipated  reductions  in  tax 
payments,  providing  California  consumers  an 
immediate  increase  in  discretionary  income. 
This  factor,  along  with  lower  December  pay- 
ments, is  expected  to  be  reflected  in  a  strong 
level  of  year-end  sales  in  the  State  when  the  final 
data  become  available.  On  the  other  hand,  the 
fact  that  deductions  for  taxpayers  who  itemize 
will  be  lower  than  previously  expected  because 
of  the  property  tax  cut  may  result  in  an  in- 
creased level  of  final  payments  on  both  federal 
and  state  tax  returns  in  April  of  this  year.  This 
should  have  only  a  temporary,  and  minor,  im- 
pact on  the  economy,  however. 

Proposition  13  has  distorted  personal  income 
growth  patterns.  Property  taxes  are  not  consid- 
ered as  a  personal  tax  payment;  rather,  they  are 
treated  as  an  indirect  business  tax  in  the  national 
income  accounts.  Therefore,  in  order  to  recog- 
nize the  increased  discretionary  income  avail- 
able to  Californians  as  a  result  of  Proposition  13, 
the  U.S.  Department  of  Commerce  raised  the 
rental  income  and  proprietors'  income  compo- 
nents by  a  total  of  $3.4  billion,  as  of  July  1,  1978. 
The  1978  income  total  is  therefore  $1.7  billion 
higher  than  would  otherwise  be  the  case,  consid- 
ering the  half-year  effect.  The  total  $3.4  billion 
increase  is  represented  in  the  forecast  for  1979. 

The  housing  sector  was  responsible  for  much 
of  the  strength  in  California  during  the  past 
year.  Approximately  237,000  housing  units  were 
authorized  during  the  12  months,  exceeding 
many  forecasters'  expectations.  The  industry 
was  helped  considerably  by  the  institution  of 
certificates  of  deposit  (CD's)  tied  to  the  6- 
month  Treasury  Bill  rate.  In  the  case  of  savings 
and  loan  associations  (S&L's) ,  such  certificates 
— available  in  denominations  of  $  10,000  or  more 
— were  offered  at  a  rate  '/,  point  above  the  pre- 
vailing 6-month  bill  rate.  In  effect,  this  prevent- 
ed the  onset  of  disintermediation  for  the  S&L's 
in  the  State,  which  finance  the  bulk  of  new  hous- 
ing activity.  December  marked  a  critical  period 
for  these  CD's.  That  month  marked  the  start  of 
the  roll-over  period  when  maturing  CD's  would 
either  be  reinvested  or  placed  in  competing  debt 
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instruments.  No  information  was  available  at 
the  time  this  review  was  prepared  on  the  overall 
success  of  the  roll-over  process — i.e.,  whether 
the  S&L's  would  be  able  to  retain  those  funds  or 
whether  a  substantial  net  outflow  into  other  in- 
vestments would  occur.  Preliminary  informa- 
tion indicates  that  some  80  to  85  percent  of  the 
affected  funds  were  being  placed  in  new  certifi- 
cates, with  a  large  part  of  the  remainder  revert- 
ing to  passbook  accounts.  If  disintermediation 
should,  in  fact,  occur  early  this  year,  the  housing 
sector  in  California  will  be  adversely  impacted 
by  a  shortage  of  mortgage  funds. 

A  further  consideration  in  the  outlook  for 
housing  is  the  recent  increase  in  mortgage  rates 
to  about  101/.  percent  or  103/4  percent.  To  a  large 
extent,  however,  the  importance  of  this  factor 
may  be  overstated.  In  the  first  place,  mortgage 
rates  at  this  level  are  approximately  2  to  2'/2 
percentage  points  higher  than  those  which  pre- 
vailed at  the  end  of  1977.  While  the  increase  has 
been  substantial,  it  should  not  be  sufficient  to 
discourage  housing  investment  entirely,  particu- 
larly given  the  appreciation  possibilities  for  resi- 
dential property.  Second,  vacancy  rates  remain 
relatively  low  in  most  areas,  suggesting  continu- 
ing strength  in  the  demand  for  housing.  Prelimi- 
nary evidence  that  the  resale  market  has 
softened  in  some  areas  of  the  State,  with  homes 
remaining  longer  on  the  market  and  some  in- 
stances of  actual  price  cuts  may  be  attributed  to 
the  end  of  the  speculative  boom  in  the  State  and 
to  individuals'  reassessment  of  housing  needs  in 
the  aftermath  of  property  tax  cuts.  This  should 
not  be  interpreted — at  least  for  the  moment — as 
the  harbinger  of  a  pronounced  downturn  in 
housing  activity. 


There  is  likely,  however,  to  be  a  major  shift 
between  single-family  and  multiple-unit  build- 
ing activity  during  the  coming  year.  Rent  con- 
trols and  rent  freezes  have  been  implemented  in 
several  areas  of  the  State  in  order  to  insure  that 
renters  benefit  from  the  reduction  in  property 
taxes.  Such  controls  have  reduced  the  incentive 
to  invest  in  rental  units.  It  is  therefore  probable 
that  apartment  construction  activity  will  slow 
substantially  while  the  single-family  area  will 
remain  relatively  strong.  It  is  also  possible  that 
some  multiple  units  will  be  converted  to  con- 
dominiums. This  is  one  means  of  providing  mul- 
tiple housing  without  the  rent  control  issue. 
Such  actions  do  nothing,  however,  to  increase 
the  supply  of  rental  housing  in  the  State. 

It  is  estimated  that  housing  units  authorized 
will  amount  to  190,000  units  during  1979  with 
a  moderate  increase  to  215,000  in  1980.  Of  these, 
approximately  123,000  should  be  single  units 
each  year. 

Inflationary  pressures  are  of  concern  in  Cali- 
fornia as  in  the  rest  of  the  nation.  The  behavior 
of  the  consumer  price  index  has  been  somewhat 
erratic  during  the  past  year,  however,  signifi- 
cantly distorting  U.S.  and  California  compari- 
sons. Largely  as  a  result  of  the  incorporation  of 
property  tax  cuts  into  the  California  index  in 
December  1978,  the  CPI  for  California  will  rise 
by  an  estimated  6.8  percent  in  1979,  vis-a-vis  an 
estimated  8.3  percent  in  the  nation.  By  1980,  it 
is  expected  that  the  California  index  will  be  up 
just  over  7  percent,  an  increase  marginally  high- 
er than  the  6.8  projected  for  the  nation  as  a 
whole. 

Table  1  summarizes  the  national  and  Califor- 
nia forecasts  for  1979  and  1980. 
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TABLE  1 
SELECTED  ECONOMIC  DATA,  1978-80 


National  data  1978 
(Dollar  amounts  in  billions)                                     (Estimated) 

Gross  national  product $2,105.0 

Personal  consumption  expenditures 1,339.0 

Durables 197.3 

Nondurables 525.1 

Services 616.6 

Gross  private  domestic  investment  344.5 

Nonresidential  221.2 

Structures 76.8 

Producers'  durable  equipment 144.4 

Residential  106.7 

Change  in  inventories 16.6 

Net  exports —  1 1.3 

Government  purchases  of  goods  and  services  432.8 

Federal  152.8 

Defense 99.4 

Other 53.4 

State  and  local 280.0 

Deflator  (1972  =   100) 152.1 

Real  GNP $1,384.4 

Corporate  profits,  pre-tax $201.0 

Personal  income $1,705.1 

Wage  and  salary  employment  (thousands)  85,605 

Housing  starts  (thousands)  1,970 

New  car  sales  (millions)  11.3 

Consumer  price  index  (1967  =   100) 195.4 

California  data 
(Dollar  amounts  in  millions) 
Wage  and  salary  employment 

(thousands)  9,239 

Mining 37 

Construction 421 

Manufacturing 1,869 

Transportation-utilities  514 

Trade 2,145 

Finance-insurance-real  estate 548 

Services 1,926 

Government  1,779 

Civilian  labor  force 

(thousands)  10,585 

Employment 9,824 

Unemployment 761 

Rate 7.2 

Personal  income $197,415 

Wages  and  salaries 127,272 

Other  labor  income 1 1,442 

Proprietors'  income 14,148 

Farm 2,135 

Nonfarm 12,013 

Property  income 27,400 

Transfer  payments 25,456 

Less:  Contributions  for  social  insurance 8,373 

Residence  adjustment  70 

Housing  units  authorized 237,000 

New  car  sales  (thousands) 1,170 

Taxable  sales $113,875 

Corporate  profits $22,570 

Consumer  price  index  (1967  =   100) 

Revised  wage  earner  and  clerical  worker 194.3 

All  urban  194.7 


1979 


1980 


Percent 

Percent 

Amount 

change 

Amount 

change 

$2,310.5 

9.8 

$2,553.5 

10.5 

1,472.5 

10.0 

1,624.0 

10.3 

210.7 

6.8 

237.0 

12.5 

574.1 

9.3 

624.6 

8.8 

687.7 

11.5 

762.4 

10.9 

364.0 

5.7 

411.5 

13.0 

247.0 

11.7 

274.5 

11.1 

85.6 

11.5 

97.2 

13.6 

161.4 

11.8 

177.3 

9.9 

107.0 

0.3 

121.0 

13.1 

10.0 

— 

16.0 

— 

-5.0 

— 

-3.0 

— 

479.0 

10.7 

521.0 

8.8 

168.5 

10.3 

185.0 

9.8 

108.0 

8.7 

116.5 

7.9 

60.5 

13.3 

68.5 

13.2 

310.5 

10.9 

336.0 

8.2 

163.4 

7.4 

174.1 

6.5 

$1,413.9 

2.1 

$1,466.6 

3.7 

$209.0 

4.0 

$236.0 

12.9 

$1,883.0 

10.4 

$2,071.5 

10.0 

87,345 

2.0 

89,329 

2.3 

1,750 

-11.2 

1.900 

8.6 

10.4 

-8.0 

11.0 

5.8 

211.6 

8.3 

226.0 

6.8 

9,550 

3.4 

9,850 

3.1 

38 

2.7 

38 

n.c. 

426 

1.2 

431 

1.2 

1,929 

3.2 

1,988 

3.1 

534 

3.9 

550 

3.0 

2,249 

4.8 

2,357 

4.8 

577 

5.3 

600 

4.0 

2,032 

5.5 

2,130 

4.8 

1,765 

-0.8 

1,756 

-0.5 

10,833 

2.3 

11.270 

4.0 

10,074 

2.5 

10,501 

4.2 

759 

-0.3 

769 

1.3 

7.0 

— 

6.8 

— 

$223,150 

13.0 

$246,500 

10.5 

142,369 

11.9 

156,767 

10.1 

13,157 

15.0 

15,264 

16.0 

16,834 

19.0 

18,576 

10.3 

2,479 

16.1 

2,618 

5.6 

14.355 

19.5 

15,958 

11.2 

31,811 

16.1 

35,420 

11.3 

28,368 

11.4 

31,033 

9.4 

9,490 

13.3 

10,690 

12.6 

101 

44.3 

130 

28.7 

190,000 

-19.8 

215,000 

13.2 

1,080 

-7.7 

1,150 

6.5 

$126,925 

11.5 

$141,030 

11.1 

$24,300 

7.7 

$27,500 

13.2 

207.6 

6.8 

222.3 

7.1 

207.9 

6.8 

223.0 

7.3 

A-94 


REVENUE  ESTIMATES 

Tax  yields  generally  follow  changes  in  eco- 
nomic activity.  The  revenue  estimates  for  1978— 
79  and  1979-80  reflect  continued  economic  ex- 
pansion but  at  a  decreasing  rate. 

State  revenue  during  the  1979-80  fiscal  year 
is  estimated  at  $18,291,153,908,  approximately 
$1,151  million  above  the  $17,140,318,959  an- 
ticipated during  the  current  fiscal  year  and  $2,- 
544  million  above  actual  1977-78  receipts. 

Revenue  for  the  General  Fund  is  estimated  to 
total  $15,711,699,671  in  1979-80,  up  $1,- 
011,585,137  (6.9  percent)  from  the  current  year 
and  $2,233,193,264  (16.6  percent)  higher  than 
1977-78  actual  revenue.  Record  high  personal 
income,  corporate  profits  and  retail  sales  ac- 
count for  most  of  these  gains. 

Special  fund  revenue  for  1979-80  is  estimated 
at  $2,579,454,237  or  5.7  percent  above  the  cur- 
rent year  and  13.7  percent  above  1977-78.  ' 

Receipts  for  the  General  Fund  and  the  special 
funds  for  past,  current  and  budget  years  are 
shown  in  the  table  below. 


TABLE  2 

STATE  REVENUE  COLLECTIONS 

(In  millions) 

Percent 

Actual      Estimated  Estimated  of  total 

Taxes,  fees,  etc.               1977-78      1978-79  1979-80  1979-80 
General  Fund: 

Sales  and  use $5,030.4     $5,695.0  $6,375.0  34.9 

Personal  income 4,667.9       4,747.0  4,840.0  26.5 

Bank  and  corporation            2,082.2       2,287.0  2,460.0  13.4 

Inheritance  and  gift  ....              365.1          405.3  452.4  2.5 

Insurance 387.6          432.0  480.0  2.6 

Cigarette 191.9           192.0  197.0  1.1 

Alcoholic  beverage 132.1           141.5  150.2  0.8 

Horseracing 93.3           106.2  114.6  0.6 

Other  sources 528.1           694.1  642.5  3.5 

Totals,  General 

Fund  $13,478.6    $14,700.1  $15,711.7  85.9 

Special  funds: 
Motor  vehicle: 

Fuels  $850.2        $885.5  $913.0  5.0 

License  fee 534.2          600.0  685.0  3.7 

Registration, 

weight,  etc 390.3          400.7  422.6  2.3 

Cigarette 81.8            82.2  84.4  0.5 

Sales -  5.0 

Horseracing 18.3             12.7  11.3  0.1 

Other  sources 393.6          454.1  463.1  2.5 

Totals,  Special 

funds  $2,268.4     $2,440.2  $2,579.5  14.1 

TOTALS $15,746.9    $17,140.3  $18,291.2  100.0 

'  Subsequent  dollar  amounts  have  been  rounded.  Totals,  differences  and 

percentages  have  been  computed  from  whole  dollars. 


1979  TAX  PROGRAM 

The  Governor  in  his  Budget  Message  has 
recommended  a  $1.2  billion  program  to  provide 
a  substantial  tax  reduction  for  Californians. 

A  portion  of  the  program  would  increase  the 
personal  exemption  credit  in  the  income  tax 
from  $27  to  $125  for  persons  filing  single  and 
separate  returns,  and  from  $54  to  $250  for  per- 
sons filing  joint  and  head  of  household  returns. 
This  proposal  will  reduce  personal  income  tax 
revenue  by  approximately  $915  million  and  car- 
ry out  the  policy  of  this  Administration  to  return 
tax  receipts  in  excess  of  a  prudent  reserve  to  the 
taxpayers  of  this  State. 

Another  recommended  change  would  alter 
the  treatment  of  the  homeowner's  exemption 
from  a  $7,000  reduction  in  the  value  of  the  home 
to  an  $87  refundable  credit  payable  through  the 
State  income  tax.  Adoption  of  this  proposal 
would,  on  average,  increase  homeowners'  bene- 
fits slightly,  and  reduce  local  administrative 
costs  by  more  than  $10  million  annually.  It  is 
suggested  that  this  proposal  be  enacted  in  Janu- 
ary in  order  to  allow  assessors  time  to  adjust  the 
taxable  value  of  homes. 

An  additional  $210  million  is  being  made 
available  for  further  tax  reduction.  These  funds 
could  be  used  for  tax  relief  relating  to  renters  or 
for  other  types  of  tax  reductions. 

It  is  anticipated  that  this  program  will  be 
enacted  later  in  the  year  if  the  economic  and 
fiscal  outlook  indicates  that  there  will  be  suffi- 
cient funds  to  provide  this  tax  relief. 

1978  TAX  LEGISLATION 

The  most  important  revenue  measure  enacted 
during  1978  was  AB  3802  (Chapter  569)  which 
will  reduce  1978-79  income  tax  receipts  by  $990 
million.  This  was  the  largest  tax  reduction  ever 
enacted  in  California.  This  measure  contains  a 
one-time  increase  in  the  personal  credit  of  $75 
for  single  returns  and  $150  for  married  persons 
and  heads  of  household.  It  also  increases  the 
income  tax  brackets  to  adjust  for  inflation  great- 
er than  3  percent;  excludes  up  to  $100,000  of  the 
gain  on  the  sale  of  owner-occupied  homes  from 
the  income  tax;  increases  the  amount  of  personal 
credits  and  the  standard  deduction  by  the  rise  in 
inflation;  and  provides  a  special  tax  credit  for  the 
elderly. 
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GENERAL  FUND  REVENUE 

Over  85  percent  of  aggregate  state  revenue  is 
deposited  in  the  General  Fund.  This  includes 
collections  from  such  levies  as  those  on  sales  of 
tangible  personal  property,  personal  income, 
corporate  profits  and  insurance  premiums.  For 
the  most  part,  these  taxes  are  related  directly  to 
business  conditions.  Hence,  the  estimates  of 
revenue  from  each  source  are  derived  from  the 
economic  assumptions  outlined  above.  The  in- 
fluence of  these  economic  factors  upon  the  vari- 
ous tax  bases  and  the  methods  used  in  preparing 
the  budget  revenue  estimates  are  summarized  in 
the  following  material. 

Sales  and  Use  Tax — $6,375,000,000 

The  sales  tax — an  excise  tax  imposed  on  re- 
tailers for  the  privilege  of  selling  tangible  person- 
al property  in  California  for  final  consumption 
in  the  State — is  the  largest  single  source  of  reve- 
nue for  the  State's  General  Fund.  The  sales  tax 
was  enacted  in  1933  and  was  levied  at  a  rate  of 
2'/2  percent.  The  use  tax  was  enacted  in  1935  as 
a  complement  to  the  sales  tax,  and  has  always 
been  at  the  same  rate  as  the  sales  tax.  In  1955, 
the  Bradley-Burns  Uniform  Local  Sales  and  Use 
Tax  Law  was  enacted,  allowing  cities  and  coun- 
ties to  impose  a  State-administered  sales  and  use 
tax  at  1  percent.  The  sales  tax  is  based  on  gross 
receipts  from  sales  of  tangible  personal  property 
for  final  consumption,  and  the  use  tax  is  meas- 
ured by  the  sales  price  of  tangible  personal  prop- 
erty which  is  stored,  used,  or  otherwise 
consumed  in  this  State. 

There  were  five  exemptions  in  the  original 
sales  tax  law. 

1.  Sales  of  tangible  personal  property  which 
the  State  is  prohibited  from  taxing  under  the 
laws  of  the  United  States  or  the  California  Con- 
stitution; 

2.  Sales  of  gas,  electricity,  and  water  when 
delivered  to  customers  through  mains,  lines,  or 
pipes; 

3.  Sales  of  gold  bullion,  gold  concentrates,  or 
gold  precipitates  by  a  producer  or  refiner; 

4.  Sales  of  tangible  personal  property  used  for 
the  performance  of  a  contract  in  public  works 
executed  prior  to  the  effective  date  of  the  act; 
and 

5.  Sales  of  motor  vehicle  fuel  taxed  under  the 
Motor  Vehicle  Fuel  License  Tax  Law  and  not 
subject  to  refund.  (This  exemption  was  repealed, 


effective  July  1,  1972.) 

Many  exemptions  have  been  enacted  since 
these  original  exemptions;  some  of  the  most  im- 
portant and  their  dates  of  enactment  are  food  for 
home  consumption  (not  including  hot  take-out 
food),  1935;  newspapers  and  periodicals,  1941; 
prescription  medicines,  1961;  and  candy  (which 
was  defined  as  a  food  product),  1971. 

The  sales  tax  rate  has  increased  from  its  origi- 
nal 2'/2  percent  to  a  rate  of  6  percent  (6'/2  percent 
for  the  San  Francisco  Bay  Area  Rapid  Transit 
District  and  the  Santa  Clara  County  Transit 
District  and  the  Santa  Cruz  Metropolitan 
Transit  District).  This  rate  includes  the  43/4  per- 
cent State  rate,  1  percent  uniform  local  sales  and 
use  tax  rate,  and  a  l/4  percent  county  tax  to  be 
used  for  the  support  of  local  transit  systems. 

The  '/4  percent  county  tax  was  enacted  in  1971 
(effective  July  1,  1972)  at  the  same  time  the 
gasoline  exemption  was  repealed  and  the  State 
sales  tax  rate  was  decreased  from  4  percent  to  33/4 
percent.  (The  State  rate  has  been  at  its  current 
level  of  43/4  percent  since  April  1,  1974.)  The  % 
percent  tax  was  levied  to  approximate  revenues 
collected  from  extending  the  sales  tax  to  gaso- 
line. Each  year  an  estimate  is  made  to  determine 
if  '/4  percent  of  all  taxable  sales  raises  the  equiva- 
lent of  taxing  gasoline  at  4  percent.  If  more  is 
raised  by  the  State  sales  tax  on  gasoline,  the 
excess  is  transferred  from  the  General  Fund  to 
the  Transportation  Planning  and  Research  Ac- 
count in  the  State  Transportation  Fund.  If  less 
is  raised,  the  deficit  is  absorbed  by  the  General 
Fund. 

Chapter  1211,  Statutes  of  1978,  clarified  the 
retail  sales  tax  by  reaffirming  it  as  a  tax  on  the 
retailer  rather  than  on  the  consumer.  Thus,  sales 
tax  may  be  collected  on  transactions  which  in- 
volve consumers  who  would  otherwise  be  ex- 
empt, such  as  national  banks,  State  banks,  and 
insurance  companies.  This  law  will  result  in  a 
revenue  gain  of  $3  million  in  the  current  year 
and  $6.8  million  in  the  budget  year. 

Taxable  sales  are  estimated  on  both  a  quarter- 
ly and  an  annual  basis,  using  two  methods.  A 
multiple  regression  equation  is  utilized  to  esti- 
mate total  annual  sales  in  constant  dollars,  using 
as  independent  variables  disposable  personal  in- 
come in  constant  dollars,  wage  and  salary  work- 
ers in  manufacturing  and  construction,  new 
vehicles  sold  and  the  savings  rate.  Sales  in  con- 
stant dollars  are  then  converted  to  current  dol- 
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lars  by  application  of  an  appropriate  price  fac-  variables.  In  addition,  estimates  are  made  on 

tor.  Total  quarterly  sales  are  estimated  in  a  simi-  both  an  annual  and  quarterly  basis  by  classifying 

lar  manner,  on  a  current  dollar  basis,  using  taxable  sales  into  16  homogeneous  groups,  each 

personal  income,  wage  and  salary  employment  of  which  is  regressed  on  an  appropriate  econom- 

in  manufacturing  and  construction,  and  real  per-  ic  factor.  The  various  estimates  are  then  recon- 

sonal  consumption  expenditures  as  independent  ciled.  The  final  results  are  shown  in  Table  3. 


TABLE  3 

TAXABLE  SALES  IN  CALIFORNIA 

(In  millions) 

1977 1978  1979  1980 

Actual 

Retail  stores  except  automobiles  and  buildings  $40,565 

Motor  vehicle  dealers — auto  parts,  service  stations, 

etc 23,387 

Building  materials  including  contractors 10,202 

Manufacturing,  wholesaling,  services 25,327 

Totals S99.481 


Percent 

Percent 

Percent 

Estimated 

Change 

Estimated 

Change 

Estimated 

Change 

546,330 

14.2 

$51,920 

12.1 

$57,485 

10.7 

26,175 

11.9 

28,020 

7.0 

31,160 

11.2 

11,835 

16.0 

13,490 

14.0 

15,135 

12.2 

29,535 

16.6 

33,495 

13.4 

37,250 

11.2 

$113,875 

14.5 

$126,925 

11.5 

$141,030 

11.1 
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Taxable  sales  in  1978  are  estimated  at  $113.9 
billion,  an  increase  of  14.5  percent  from  1977. 
The  strongest  gains  were  shown  in  the  manufac- 
turing, eating  and  drinking,  and  building  materi- 
als categories.  Sales  in  services  and  new  cars 
were  also  noteworthy.  Although  the  number  of 
cars  sold  was  up  only  slightly  from  the  1977 
level,  higher  prices  pushed  the  dollar  volume  up 
substantially. 

Total  taxable  sales  in  1979  are  estimated  at 
$126.9  billion,  up  1 1.5  percent  in  current  dollars 
and  4.0  percent  in  real  terms.  The  fastest  grow- 
ing categories  are  expected  to  be  in  eating  and 
drinking  and  services.  These  sales  have  climbed 
rapidly  in  recent  years  attributable  largely  to  the 
increased  number  of  women  entering  the  work- 
force. 

In  1980  total  sales  are  expected  to  increase 
11.1  percent  to  $141.0  billion,  which  represents 
a  real  increase  of  5.0  percent.  Again,  services  and 
eating  and  drinking  sales  should  show  the  most 
rapid  expansion. 

No  transfer  was  made  to  the  Transportation 
Planning  and  Research  Account  in  the  State 
Transportation  Fund  in  1977-78.  In  1978-79  a 
transfer  was  made  for  the  1977  calendar  year  of 
$5.0  million.  For  the  budget  year,  no  transfers 
are  anticipated. 

Sales  and  use  tax  revenues,  prior  to  the  trans- 
fers to  the  State  Transportation  Fund,  including 
revenue  attributable  to  audit  activities  of  the 
Board  of  Equalization  and  the  effects  of  ad- 
ministrative and  judicial  changes  are: 

1977-78  (actual) $5,030,434,000 

1978-79  (estimated) $5,700,000,000 

1979-80  (estimated) $6,375,000,000 

Personal  Income  Tax — $4,840,000,000 

The  Personal  Income  Tax  was  enacted  in 
1935  at  a  rate  which  was  graduated  from  1  per- 
cent on  taxable  income  under  $5,000  to  15  per- 
cent on  taxable  income  in  excess  of  $250,000. 
Both  the  tax  rates  and  levels  of  income  subject 
to  tax  have  changed  significantly  over  the  years. 
The  current  law  is  the  result  of  extensive  modifi- 
cations made  in  1971,  which  provided  for  with- 
holding and  declaration  of  estimated  tax,  revised 
capital  gains  treatment,  imposed  a  tax  on  prefer- 
ence income,  conformed  State  law  to  many  of 
the  provisions  of  the  1969  Federal  Tax  Reform 
Act,  and  increased  the  then  maximum  tax  rate 
of  10  percent  to  11  percent.  The  imposition  of 


withholding  and  declarations  of  estimated  liabil- 
ity resulted  in  considerable  windfall  revenue  due 
to  the  cash  flow  of  prepayments.  Therefore,  a 
special  one-time  tax  credit  was  enacted  which 
returned  $438  million  to  taxpayers.  This  law 
also  provided  for  a  low-income  tax  credit  which, 
in  effect,  exempted  single  persons  with  less  than 
$4,000  income  and  married  couples  with  less 
than  $8,000  income  from  paying  any  income  tax. 
In  1976,  the  maximum  income  for  this  low-in- 
come tax  credit  was  increased  to  $5,000  for  sin- 
gle individuals  and  $10,000  for  married  couples. 
In  addition,  a  special  tax  credit  for  the  installa- 
tion of  solar  energy  devices  was  enacted.  This 
was  expanded  in  1977  and  again  in  1978.  Legis- 
lation in  1977  also  included  many  conformity 
provisions  to  the  Federal  Tax  Reform  Act  of 
1976. 

The  personal  income  tax  is  the  State's  second 
largest  revenue  source,  producing  over  one-third 
of  total  General  Fund  revenues.  The  tax  is  im- 
posed on  net  California  taxable  income  (gross 
income  less  deductions)  with  tax  rates  ranging 
from  1  to  1 1  percent.  A  personal  tax  credit  of 
$27  for  single  individuals  and  $54  for  married 
couples  is  allowed  against  the  gross  tax  liability, 
as  is  a  $9  credit  for  dependents.  In  addition,  a  tax 
on  preference  income  is  levied  at  one-half  the 
regular  rate. 

The  rapid  growth  of  the  overall  tax  burden 
resulted  in  the  voters'  approval  on  June  6,  1978 
of  a  significant  limitation  on  property  tax  reve- 
nues and  public  opinion  was  clearly  in  favor  of 
further  tax  reductions.  The  personal  income  tax 
reflected  a  substantial  proportion  of  the  growth; 
this  has  been  due  to  changes  in  the  law,  the 
increase  in  the  number  of  persons  with  taxable 
income,  the  general  rise  in  average  income,  and 
the  progressivity  of  the  tax  rate  structure.  There- 
fore, the  Legislature  passed  AB  3802  (Chapter 
569,  Statutes  of  1978),  which  provided  for  the 
widening  of  the  personal  income  tax  brackets  by 
the  annual  percentage  change  in  the  California 
Consumer  Price  Index  (CPI)  in  excess  of  three 
percent;  increasing  of  the  personal  tax  credit,  the 
dependent  tax  credit,  the  blind  tax  credit,  and 
the  standard  deduction  by  the  full  annual  per- 
centage change  in  the  CPI;  a  one-time  increase 
in  the  personal  tax  credit;  and  a  once-in-a-life- 
time  exclusion  from  the  personal  income  tax  of 
the  gain  from  the  sale  of  a  home,  up  to  a  max- 
imum of  $100,000.  The  cost  of  this  bill,  with 
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respect  to  reductions  in  personal  income  tax 
revenue,  is  currently  estimated  to  be  $990  mil- 
lion in  1978-79  and  $580  million  in  1979-80. 
Due  to  the  indexing  provisions,  the  reduction 
from  the  previous  potential  in  revenue  will  grow 
substantially  each  year.  Additional  legislation 
passed  in  1978  included  Chapter  1 159,  AB  3623, 
which  expanded  the  eligibility  for  the  solar  ener- 


gy device  credit. 

Table  4  provides  a  historic  summary  of  Cali- 
fornia personal  income  (less  transfer  payments, 
some  of  which  are  not  taxed),  personal  income 
tax  collections,  the  percent  that  these  tax  collec- 
tions are  of  income,  year-to-year  percent 
changes,  and  the  gross  tax  rate. 


TABLE  4 

A  Comparison  of  California  Personal  Income 

And  Personal  Income  Tax  Trends 


California 

Personal  Income 

personal 

income J 

Tax  Col/ecrionsb 

Gross 

Tax 

Percent 

Fiscal 

Percent 

Rate 

in  millions 

Change 

Year           in 

millions 

Change 

Elasticity 

(per  $100) 

$61,732 

_ 

1966-67 

$627 

_ 

_ 

1.02 

65,653 

+  6.35 

1967-68 

952  c 

+  51.83 

- 

1.45 

71,700 

+  9.21 

1968-69 

1,102 

+  15.76 

1.71 

1.54 

77,892 

+  8,64 

1969-70 

1,152 

+  4.54 

0.53 

1.48 

82,172 

+  5.49 

1970-71 

1,264 

+  9.72 

1.77 

1.54 

86,466 

+  5.23 

1971-72 

1,786  c 

+41.30 

- 

2.07 

94,398 

+  9.17 

1972-73 

1,884 

+  5.49 

0.60 

2.00 

103,836 

+  10.00 

1973-74 

1,832  c 

-2.76 

- 

1.76 

114,791 

+  10.55 

1974-75 

2,583 

+  40.99 

1.72  *' 

2.25 

124,947 

+  8.85 

1975-76 

3,090 

+  19.63 

2.22 

2.47 

139,532 

+  11.67 

1976-77 

3,761 

+  21.72 

1.86 

2.70 

156,375 

+  12.07 

1977-78 

4,668 

+  24.14 

2.00 

2.99 

180,332 

+  15.32 

1978-79  Est. 

4,747  c 

+  1.67 

- 

2.63 

204,272 

+  13.28 

1979-80  Est. 

4,840  c 

+  1.95 

- 

2.37" 

Income 
year 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978  Est 

1979  Est 

a  Less  transfer  payments,  plus  contributions  for  social  insurance. 

Fiscal  year  revenue/calendar  year  income. 
c  Significant  changes  in  the  law. 

Two-year  basis. 
c  The  California  Personal  Income  for  both  1978  and  1979  includes  substantial  imputed  income  as  a  result  of  Proposition  13.  Very  little  of  this  income 
will  be  subject  to  the  Personal  Income  Tax,  at  least  in  the  immediate  future.  Therefore,  a  more  realistic  value  of  the  elasticity  and  gross  tax  rate 
is  based  on  personal  income  excluding  this  imputed  income.  With  this  adjustment  the  value  of  the  gross  tax  rate  for  1979-80  is  2.41. 


The  income  tax  is  a  self-assessed  tax  collected 
through  a  system  of  withholding,  declarations  of 
estimated  tax,  and  payments  on  final  returns. 
Withholding  requires  that  the  employer  deduct 
state  income  tax  from  pay  and  remit  these 
amounts  to  the  State  to  be  credited  against  the 
employees'  income  tax  liability.  Quarterly  pay- 
ments of  estimated  tax  are  required  for  income 
not  covered  by  withholding  or  when  withhold- 
ing is  not  at  least  80  percent  of  tax  liability. 

Income  tax  revenue  is  determined  primarily 
by  the  amount  and  type  of  income.  The  revenue 
attributable  to  each  type  fluctuates  from  year  to 
year  in  response  to  changes  in  the  amount  re- 
ceived from  each  source  and  changes  in  the  dis- 


tribution among  the  tax  brackets.  For  example, 
capital  gains  are,  for  the  most  part,  received  by 
taxpayers  in  higher  tax  brackets  while  wages  and 
salaries  are  mainly  reported  by  taxpayers  in  low- 
er and  middle  brackets.  Therefore,  a  fluctuation 
in  capital  gains  income  will  have  a  greater  im- 
pact on  revenue  than  a  similar  dollar  variation 
in  wages  and  salaries  because  of  the  higher  mar- 
ginal tax  rates.  For  this  reason,  revenue  from 
each  type  of  income  is  estimated  separately.  His- 
toric relations  between  types  of  income  are  ex- 
amined. These  relationships  are  then  applied  to 
forecasts  of  income  by  source  to  obtain  the  reve- 
nue forecast.  Tax  attributable  to  capital  gains  is 
analyzed  separately  since  capital  gains  are  not 
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included  in  the  definition  of  personal  income.  In 
this  instance,  trends  in  stock  market  activity  and 
the  economic  outlook  in  general  provide  the  ba- 
sis for  the  estimate.  An  estimate  is  also  prepared 
on  a  cash  flow  basis  by  source  of  revenue.  The 
two  analyses  are  then  reconciled  to  obtain  a  final 
forecast. 

The  cash  flow  analysis  is  of  special  interest  in 
the  forecasting  process  because  the  data  are 
monthly,  exact  (actual  receipts)  and  current  (to 
the  month  prior  to  the  forecast) .  In  contrast,  the 
source  of  income  data  are  annual,  and  derived 
from  a  sample  of  returns  for  the  year  prior  to  the 
forecast.  The  components  of  the  cash  flow  data 
are  (1)  withholding,  (2)  declarations,  (3)  final 
payments,  (4)  refunds,  and  (5)  other  revenue 
(receipts  from  audit  activities,  etc.). 

For  the  four-year  period  1974—75  through 
1977-78,  withholding  represented  about  78.8 
percent,  declarations  about  19.5  percent,  and 
other  revenue  about  3.5  percent  of  total  revenue. 
Final  payments  declined  from  17.6  percent  to 
15.1  percent  and  refunds  declined  from  19.6  per- 
cent to  16.9  percent.  Because  AB  3802  provided 
for  a  one-time  increase  in  the  personal  credit, 
and  indexed  the  tax  rate  brackets  and  certain 
credits,  the  relationship  of  each  component  of 
cash  flow  will  change  dramatically  in  1978-79 
and  thereafter. 

It  was  intended  in  AB  3802  to  index  the  low 
income  tax  credit  as  were  the  personal  and  de- 
pendent tax  credits.  However,  due  to  a  technical 
oversight  this  did  not  occur.  This  revenue  fore- 


cast assumes  that  this  oversight  will  be  corrected 
and  reduce  revenues  by  $14  million  in  1979-80. 
The  revenue  forecast  for  fiscal  year  1979-80 
has  been  reduced  to  reflect  the  Governor's 
proposed  tax  reduction  program. 

Total  personal  income  tax  revenue  is  estimat- 
ed as  follows: 

1977-78  (actual) $4,667,887,000 

1978-79  (estimated)  ....    $4,747,000,000 
1979-80  (estimated)  ....    $4,840,000,000 

Bank  and  Corporation  Tax— $2,460,000,000 

The  bank  and  corporation  franchise  tax, 
enacted  in  1929,  is  a  privilege  tax  levied  on  cor- 
porations doing  business  in  California.  The  tax 
is  measured  by  net  income  and  is  imposed  at  a 
9  percent  rate.  A  minimum  tax  of  $200  is  im- 
posed on  all  corporations  except  banks.  The  cor- 
poration income  tax  was  enacted  in  1937  to 
complement  the  franchise  tax.  It  is  levied,  at  the 
same  rate  as  the  franchise  tax,  on  the  net  income 
of  corporations  which  are  not  doing  business  in 
California  but  which  derive  income  from  Cali- 
fornia sources  (primarily  foreign  companies  en- 
gaged wholly  in  interstate  commerce  and 
holding  companies). 

Beginning  in  1933,  banks  and  other  financial 
corporations  were  required  to  pay  an  additional 
tax  on  net  income  not  to  exceed  4  percent.  The 
tax  rate  is  determined  annually  as  the  ratio  of 
personal  property  taxes  paid  divided  by  net  in- 
come for  all  corporations  other  than  banks,  fi- 
nancial corporations,  and  utilities.  The  bank  tax 
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rate  for  the  1977  income  year  is  3.425  percent, 
down  from  3.772  percent  in  the  previous  year. 
The  tax  on  banks  is  in  lieu  of  all  state  and  local 
taxes  except  those  on  real  property  and  motor 
vehicles.  Other  financial  corporations  are  sub- 
ject to  state  and  local  taxes  and  fees,  but  they 
may  offset  all  but  real  property  taxes  and  motor 
vehicle  fees  against  their  bank  tax.  The  following 
shows  the  history  of  bank  and  corporation  tax 
rates: 

Tax  Rate        Maximum  Tax  Rate 
General         on  Banks  and  Other 

Corporations  Financial  Corporations 
Year                                                         (Percent)  (Percent) 

1929-32 4.0  4.0 

1933-34 2.0  6.0 

1935-42  4.0  8.0 

1943^49 3.4  7.4 

1950-58 4.0  8.0 

1959-66 5.5  9.5 

1967-71  7.0  11.0 

1972-73  7.6  11.6 

1973  * 9.0  13.0 


*  Beginning  July  1,  1973 

The  Bank  and  Corporation  Tax  Law  was 
amended  in  1971  to  include  a  2'/2  percent  tax  on 
items  of  tax  preference.  The  intent  is  to  impose 
some  tax  on  taxpayers  who  benefit  substantially 
from  various  forms  of  tax-free  income  or  deduc- 
tions that  reduce  their  tax  under  existing  law. 

There  are  three  sources  of  tax  preference  in- 
come: 

1 .  Depreciation  and  amortization  in  excess  of 
the  straight  line  method. 

2.  Percentage  depletion  in  excess  of  cost. 

3.  Excess  additions  to  bad  debt  reserves  by 
financial  corporations. 


The  tax  applies  to  the  amount  by  which  items 
of  tax  preference,  less  $30,000,  exceeds  any  net 
losses  for  the  year. 

In  1978  there  were  three  legislative  changes 
that  will  affect  bank  and  corporation  tax  revenue 
during  the  current  and  budget  period. 

Chapter  1159  (AB  3623)  made  a  variety  of 
revisions  to  the  solar  energy  device  tax  credit. 
The  combined  effect  of  these  changes  will  be  to 
reduce  bank  and  corporation  tax  revenues  $100,- 
000  in  both  the  current  and  budget  years. 

Chapter  61  (SB  1038)  extended  and  liberal- 
ized the  provision  for  accelerated  depreciation  of 
certified  pollution  control  facilities.  These 
changes  will  result  in  an  unknown  revenue  loss 
in  both  the  current  and  budget  years. 

Chapter  155  (SB  1602)  would  permit  corpo- 
rations to  apply  for  a  refund  of  estimated  taxes 
after  the  close  of  their  fiscal  year,  but  prior  to 
filing  their  final  returns.  This  change  in  the  Bank 
and  Corporation  Tax  Law  will  decrease  revenue 
by  $7.0  million  in  the  current  year. 

Revenue  collections  in  the  current  and  budget 
years  depend  upon  corporate  profits  attributable 
to  California  during  1977,  1978,  and  1979.  Prof- 
its for  1978  were  estimated  from  responses  to  a 
questionnaire  sent  to  a  sample  of  firms  doing 
business  in  California.  For  1978,  the  survey  indi- 
cates a  wide  variation  in  corporate  profits  among 
the  several  industry  groups.  Manufacturing  and 
utilities  are  expected  to  register  the  strongest 
increases,  while  construction  should  show  the 
smallest  gain.  The  companies  answering  the 
sample  approximate  34  percent  of  the  corporate 
tax  base.  Actual  and  estimated  corporate  profits 
are  shown  in  Table  6. 


TABLE  5 

Taxable  Corporate  Profits  in  California  * 

(In  millions) 


1976 

Industry  Actual 

Agriculture $289 

Mining  and  oil  production , 1,388 

Construction 549 

Manufacturing 5,463 

Trade 3,301 

Service 1,190 

Financials  subject  to  the  bank  tax 1,304 

Real  estate  and  other  financials 946 

Utilities 973 

Totals  $15,403 


1977 


1978 


Percent 

Percent 

Preliminary 

change 

Estimated 

change 

$293 

1.4 

$313 

6.8 

1,150 

-17.1 

1,317 

14.5 

738 

34.4 

758 

2.7 

6,579 

20.4 

8,225 

25.0 

4,095 

24.1 

4,686 

14.4 

1,494 

25.5 

1,808 

21.0 

2,008 

54.0 

2,270 

13.0 

1,294 

36.8 

1,483 

14.6 

1,178 

21.1 

1,710 

45.2 

$18,829 


22.2 


$22,570 


19.9 


*  These  figures  represent  income  of  corporations  with  accounting  periods  ending  from  August  of  the  year  shown  through  July  of  the  following  year. 
This  method  of  reporting  approximates  the  federal  system  of  reporting  corporate  profits  in  the  year  earned. 
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According  to  the  1978  survey,  California  cor- 
porate profits  increased  by  19.9  percent.  For 
1979  corporate  profits  are  expected  to  total 
$24.3  billion,  up  7.7  percent  from  the  1978  level. 
After  adjusting  for  legislation  and  adding  pay- 
ments attributable  to  audit  activities  of  the  Fran- 
chise Tax  Board,  total  revenue  is  estimated  as 
follows: 

1977-78  (actual) $2,082,208,000 

1978-79  (estimated)     $2,287,000,000 
1979-80  (estimated)     $2,460,000,000 

Insurance  Tax — $480,000,000 

The  taxation  of  insurance  companies  doing 
business  in  California  began  in  1853  when  for- 
eign and  domestic  insurers  were  required  to  pay 
quarterly  license  fees  of  $500  and  $250,  respec- 
tively. In  1862,  a  gross  premiums  tax  was  enact- 
ed and  levied  on  foreign  insurers  with  less  than 
$50,000  invested  in  California  property.  In  1910, 
a  constitutional  amendment  subjected  all  insur- 
ers to  a  1.5  percent  gross  premiums  tax  which 
was  in  lieu  of  all  taxes  other  than  on  real  estate. 

Beginning  in  191 1,  insurance  companies  were 
allowed  to  deduct  all  real  estate  taxes  from  their 
state  tax  liability.  This  deduction  became  quite 
large  as  a  result  of  acquisitions  by  foreclosure 
during  the  1930's.  Accordingly,  a  1942  constitu- 
tional amendment  limited  the  deduction  to  the 
real  estate  taxes  paid  on  an  insurer's  principal  or 
home  office.  In  1976,  the  voters  of  California 
approved  a  constitutional  amendment  which 
eliminated  the  principal  office  deduction  begin- 
ning with  taxes  due  on  premiums  written  in 
1976. 

Since  its  inception  there  have  been  relatively 
few  rate  changes  in  the  gross  premiums  tax.  Cur- 
rently, the  tax  is  imposed  on  the  gross  premiums 
written  in  the  preceding  calendar  year  less  re- 
turn premiums  and  dividends.  The  tax  has  been 
levied  at  the  rate  of  2.35  percent  since  1949. 
Some  pension  and  profit-sharing  plans  are  taxed 
at  0.5  percent  whereas  surplus  lines  are  taxed  at 
3  percent.  Ocean  marine  insurers  are  taxed  at  5 
percent  of  underwriting  profits. 

The  insurance  tax  estimate  is  based  on  projec- 
tions of  premium  growth  for  specific  lines  of 
insurance.  Responses  to  a  survey  were  obtained 
from  1 1 5  companies  which  account  for  48  per- 
cent of  the  insurance  written  in  California.  The 
results  of  this  survey  indicated  that  premiums 
will  increase  by  11.4  percent  in  1978,  and  will 


grow  by  11.1  percent  in  1979. 

The  estimated  tax  for  the  current  and  budget 

years  and  the  actual  tax  collection  in  1977-78 

are  as  follows: 

1977-78  (actual) $387,560,000 

1978-79  (estimated)  ....  $432,000,000 
1979-80  (estimated)  ....  $480,000,000 

Inheritance  and  Gift  Taxes— $452,400,000 

The  California  Inheritance  Tax  Law,  adopted 
in  1879,  was  extensively  modified  in  1905  with 
the  initiation  of  a  progressive  rate  schedule 
which,  for  the  first  time,  covered  transfers  to 
family  members.  While  there  have  been  many 
modifications  of  the  tax  provisions  over  the 
years,  its  general  structure  has  not  changed.  It  is 
a  tax  on  the  right  to  succeed  to  property  trans- 
ferred at  death  and  includes  gifts  made  either  in 
contemplation  of  death  or  with  the  intention 
that  the  transfer  take  effect  at  or  after  death.  The 
primary  responsibility  for  the  tax  liability  rests 
with  the  decedent's  estate. 

The  inheritance  tax  base  is  the  market  value 
of  the  property  being  transferred  less  certain  de- 
ductions and  exclusions.  Taxable  property  in- 
cludes all  real  and  tangible  personal  property  in 
the  State,  and,  in  the  case  of  a  decedent  who  was 
a  resident  of  this  State  at  date  of  death,  intangi- 
ble personal  property  wherever  located.  A 
progressive  rate  schedule,  which  varies  accord- 
ing to  the  relationship  of  the  transferee  to  the 
decedent,  is  applied  to  the  taxable  base. 

Since  enactment  of  the  tax,  various  exemp- 
tions, deductions,  exclusions,  and  credits  have 
been  added.  The  widely  used  exemption  for 
charitable  transfers  initially  surfaced  in  1897. 
The  credit  for  previously  taxed  property  was  put 
into  effect  in  1921.  In  1935,  the  exclusion  for  the 
proceeds  of  life  insurance  policies  was  enacted. 
The  exclusion  for  public  pensions  dates  from 
1956.  In  1961,  the  wife's  community  property 
exemption  was  extended  to  all  community  prop- 
erty passing  to  a  surviving  wife.  In  1967,  the 
exemption  for  transfers  to  donees  who  are  not 
related  was  increased  from  $50  to  $300.  In  the 
same  year,  however,  the  specific  exemption  for 
aunts,  uncles,  and  cousins  was  reduced  from 
$500  to  $300. 

The  treatment  of  transfers  to  a  surviving  wife 
has  changed  substantially  since  1893  to  reflect 
changing  legal  interpretations  of  community 
property.  Today,  there  is  no  distinction  between 
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husband  and  wife  or  widow  and  widower  for 
inheritance  tax  purposes. 

California's  Gift  Tax  Law  was  enacted  in 
1939  as  a  supplement  to  the  inheritance  tax  on 
the  grounds  that  large  transfers  made  during  the 
lifetime  of  a  donor  would  otherwise  escape  tax. 
The  tax  is  applied  on  the  transfer  of  property  by 
an  individual  to  the  extent  that  the  transfer  was 
made  without  full  consideration.  The  property  is 
valued  at  its  market  value  on  the  date  of  the  gift. 

The  Gift  Tax  Law  presently  provides  for  an 
annual  exemption  of  $3,000  from  a  donor  to  the 
same  donee.  In  addition  to  the  annual  exemp- 
tion, the  law  provides  a  specific,  one-time  ex- 
emption which  varies  in  amount  according  to 
the  relationship  of  the  donee  to  the  donor.  If  the 
exemption  exceeds  the  net  gift  in  any  calendar 
year,  the  residue  may  be  applied  to  net  gifts  in 
subsequent  years  until  the  maximum  allowable 
exemption  has  been  exhausted. 

The  tax  rate  varies  according  to  the  relation- 
ship of  the  donee  to  the  donor.  Both  the  specific 
exemptions  and  the  rates  of  tax  are  the  same  as 
those  provided  in  the  Inheritance  Tax  Law. 

On  January  1,  1976,  a  major  change  in  both 
the  inheritance  and  gift  tax  laws  regarding  trans- 
fers of  property  between  spouses  occurred.  The 
distinctions  between  community,  quasi-commu- 
nity, and  separate  property  were  eliminated  and 
the  specific  exemption  increased  from  $5,000  to 
$60,000. 

Chapter  1388,  Statutes  of  1978,  modified  re- 
cent legislation  which  combined  the  inheritance 
and  gift  base  by  excluding  gifts  made  prior  to 
January  1,  1977,  when  computing  inheritance 
taxes.  This  change  will  reduce  inheritance  tax 
collections  $5  million  in  the  budget  year. 

Estimated  revenues  for  the  inheritance  and 
gift  taxes  are: 


1977-78 
Actual 

Inheritance  tax $351,695 

Gift  tax 13,397 

Totals $365,092 


(In  thousands) 

1978-79         1979-80 

Estimated      Estimated 

$390,000        $435,000 

15,300  17,400 

$405,300        $452,400 


Cigarette  Tax — $281,400,000 

The  cigarette  tax  was  enacted  in  1959  at  the 
rate  of  3  cents  per  pack,  and  imposed  on  the 
distributor  for  the  privilege  of  selling  cigarettes 
in  California.  The  rate  was  subsequently  in- 
creased to  10  cents  per  pack  in  1967,  with  30 
percent  of  total  revenues  going  to  local  govern- 


ments. Cigars  and  other  tobacco  products  are 
not  subject  to  a  tobacco  tax. 

A  projection  of  the  total  number  of  taxable 
cigarettes  distributed  in  the  current  and  budget 
year  is  the  basis  for  the  cigarette  tax  estimate. 
Per  capita  consumption  in  the  budget  year  will 
remain  relatively  level  with  total  cigarette  con- 
sumption increasing  only  slightly  to  reflect 
population  increases.  Taxable  distributions  of 
cigarettes  are  estimated  at  2.76  billion  packs  in 
1978-79  and  2.81  billion  packs  in  1979-80.  Es- 
timated revenues  for  1978-79  are  distorted  due 
to  accelerated  payments  in  May /June  1978. 
Revenues  based  on  these  factors  are: 


General  Fund 

Cigarette  Tax  Fund. 


1977-78 
Actual 
$191,854 
81,804 


(In  thousands) 

1978-79 

Estimated 

$192,000 

82,200 


1979-80 

Estimated 

$197,000 

84,400 


$273,658         $274,200        $281,400 

Alcoholic  Beverage  Excise  Tax — $150,200,000 

The  alcoholic  beverage  tax  was  enacted  by  the 
Alcoholic  Beverage  Control  Act  in  1935.  In  gen- 
eral, the  tax  is  levied  on  distributions  of  distilled 
spirits,  beer  and  wine  from  wholesaler  to  retail- 
er. 

The  various  rates  applicable  to  alcoholic 
products  have  changed  infrequently  since  1935. 
The  rate  for  dry  wines  has  remained  unchanged 
since  1937  when  it  was  reduced  from  2  cents  per 
gallon  to  1  cent  per  gallon.  The  rate  on  distilled 
spirits  of  100  proof  or  less  has  been  changed 
twice — in  1955  when  the  rate  was  increased 
from  $0.80  to  $1.50  per  gallon,  and  in  1967  when 
it  was  increased  to  its  current  level  of  $2.00  per 
gallon.  In  1955,  the  rate  for  sparkling  wines  was 
raised  from  $.24  to  $.30  per  gallon.  The  tax  on 
sweet  wines  has  remained  constant  at  2  cents  per 
gallon. 

Chapter  128  (Statutes  of  1976)  eliminated  the 
military  beer  exemption  beginning  January  1, 
1980.  This  change  will  increase  revenues  by  an 
estimated  $180,000  in  the  budget  year. 

On  May  30,  1978,  the  State  Supreme  Court 
repealed  the  fair  trade  price  restrictions  on  dis- 
tilled spirits  and  beer.  This  action  caused  an  ini- 
tial surge  in  distributed  gallons  for  June,  1978, 
resulting  in  a  slightly  distorted  picture  of  the 
cash  flow  for  1977-78  and  the  current  year. 

Alcoholic  beverage  tax  estimates  are  based  on 
a  projection  of  the  total  number  of  gallons  dis- 
tributed in  the  current  and  budget  years  for  each 
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type  of  beverage.  Estimated  per  capita  consump- 
tion of  each  beverage  is  shown  below: 

Apparent  Per  Capita  Consumption 
(In  gallons) 

1977-78  1978-79  1979-80 

Actual  Estimated  Estimated 

Distilled  spirits 2.53  2.61  2.74 

Beer 23.75  24.86  26.23 

Sparkling  Wine  .25  .27  .28 

Dry  Wine 3.43  3.71  3.88 

Sweet  Wine  .48  .46  .45 

Estimated  revenues  for  the  current  and 
budget  years,  compared  with  the  actual  revenue 
for  1977-78  are  shown  below: 

(In  thousands) 
1977-78  1978-79         1979-80 

Actual         Estimated      Estimated 

Distilled  spirits $109,088        $116,500        $123,500 

Beer  and  wine  22,972  25,000  26,700 

Total $132,060        $141,500        $150,200 


Horse  Racing  Fees — $125,957,000 

Parimutuel  betting  on  horse  racing  in  Califor- 
nia was  authorized  in  1933.  The  major  portion 
of  state  horse  racing  revenue  is  derived  from  a 
license  fee  imposed  on  the  total  parimutuel  han- 
dle (the  amount  wagered)  and  breakage  (the 
odd  cents  not  paid  to  winning  ticket  holders). 
Other  sources  of  horse  racing  revenue  are  un- 
claimed parimutuel  tickets,  occupational  license 
fees,  fines  and  penalties. 

The  original  law  provided  that  the  state  pari- 
mutuel license  fee  be  4  percent.  For  non-fair 
meets  with  average  handles  greater  than  $650,- 
000  per  day,  the  current  schedule  of  rates  pro- 
vides for  a  base  rate  of  6.10  percent  on  the  first 
$20  million  handle  and  one  other  rate,  ranging 
from  5.70  to  7.45  percent  depending  on  the  total 
handle  in  excess  of  $20  million. 

Beginning  in  1947,  the  State  received  the 
breakage  attributable  to  the  handle  in  excess  of 
$27  million.  Breakage  was  defined  as  the  odd 
cents  by  which  the  amount  payable  on  each  dol- 
lar exceeded  a  multiple  of  five  cents.  In  1959,  the 
breakage  was  changed  from  five  cents  to  ten 
cents,  and  the  State  received  one-half  of  the 
breakage  attributable  to  the  first  $24  million 
wagered  and  all  of  the  breakage  on  the  handle  in 
excess  of  $24  million  at  each  track.  However,  in 
1967  a  special  provision  was  added  that  allowed 
all  race  meets  which  handle  less  than  $125  mil- 
lion (all  meets  except  Santa  Anita  and  Holly- 
wood Park)  to  remit  only  the  breakage 
attributable  to  the  handle  in  excess  of  $50  mil- 


lion to  the  State,  with  the  exempt  portion  going 
to  purses. 

From  July  1,  1970,  to  July  1,  1975,  all  meets 
which  handled  less  than  $20  million  were  subject 
to  a  5.5  percent  rate  rather  than  the  normal  6.1 
percent.  This  special  treatment  was  permanently 
extended  to  the  California  State  Fair  and  Expo- 
sition (Cal  Expo)  and  all  district  and  county 
fairs. 

Chapter  129,  Statutes  of  1978,  established  a 
daily  license  fee  for  meets  averaging  less  than 
$650,000  per  day.  The  fee  ranges  from  1  percent 
to  4  percent  for  fairs  and  lessees  of  Cal  Expo  and 
from  2.5  percent  to  7.5  percent  for  all  other 
meets.  This  will  amount  to  approximately  $825,- 
000  in  lost  revenue  to  the  General  Fund. 

Total  handle  of  all  race  meets  is  expected  to 
increase  by  6.3  percent  in  1978-79  and  6.6  per- 
cent in  1979-80.  Total  revenues  from  horse  rac- 
ing will  increase  by  6.5  percent  in  1978-79  and 
5.9  percent  in  1979-80,  with  General  Fund  reve- 
nues from  horse  racing  showing  gains  of  13.9 
percent  and  7.9  percent  for  the  same  periods. 

Total  parimutuel  pools,  receipts  from  horse 
racing,  and  the  final  distribution  of  such  revenue 
among  the  various  funds  are  shown  below. 

TABLE  6 

Sources  and  Distribution  of  Horse  Racing  Revenue 

(In  thousands) 

1977-78 
Actual 
Total  parimutuel  pools        $1,487,720 

Receipts: 

Parimutuel  license  fee  101,319 

Breakage 7,067 

Sires  stakes  revenue..  245 

1%  additional  take- 
out for  fairs  1,205 

Unclaimed  parimu- 
tuel tickets  1,134 

Occupational  license 
fees,  fines  and  pen- 
alties, miscellane- 
ous revenue 621 

Total  $111,591 

Distribution: 

General  Fund $93,274 

Fair  and   Exposition 

Fund  17,322 

Wildlife    Restoration 

Fund  750 

Sires  Stakes 245 


Other  General  Fund  Revenue — $642,461,000 

Miscellaneous  receipts  for  the  General  Fund 
will  total  $642.5  million  in  the  budget  year;  a 
decrease  of  7.4  percent  from  the  corresponding 


1978-79 
Estimated 

1979-80 
Estimated 

$1,581,334 

$1,686,078 

106,627 

8,367 

384 

113,225 

8,858 
637 

1,191 

1,301 

1,070 

1,085 

1,348 

851 

$118,987 

$125,957 

$106,248 

$114,638 

11,605 

9,932 

750 
384 

750 
637 
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figure  for  the  current  year  and  up  21.6  percent 
from  1977-78.  Miscellaneous  revenue  is  made 
up  of  eight  categories:  Medi-Cal  aid  reimburse- 
ments— $140.9  million;  interest  income — $325.0 
million;  pay  patients  and  county  board  charges 
at  hospitals — $23.7  million;  traffic  penalties — 
$19.8  million;  General  Fund  share  of  liquor  li- 
cense fees — $11.1  million;  private  car  tax — $4.2 
million;  royalties  from  oil  and  gas  production  on 
state-owned  lands — $6.3  million;  and  other — in- 
cluding charges  for  certain  services  to  business 
and  individuals  and  sales  of  property — $111.5 
million. 

SPECIAL  FUND  REVENUE 

Provisions  of  the  California  Constitution, 
codes  and  statutes  restrict  the  use  of  certain 
revenue  for  specified  purposes,  and  these  re- 
ceipts are  separately  accounted  in  various  spe- 
cial funds.  In  general,  they  comprise  three 
categories  of  income:  ( 1 )  receipts  from  tax  levies 
which  are  allocated  to  specified  functions;  (2) 
charges  for  special  services  to  specific  groups; 
and  (3)  rentals,  royalties  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle 
taxes  and  fees  illustrate  the  first  of  these  classes. 
License  fees  for  the  regulation  of  business  and 
professions  are  typical  of  the  second.  Oil  and  gas 
royalties  are  examples  of  the  third.  Interest  re- 
ceived by  the  investment  of  special  fund  money 
is  deposited  in  the  fund  for  which  the  invest- 
ments are  held. 

Motor  vehicle  taxes  and  fees  account  for  78 
percent  of  all  special  fund  revenue.  Principal 
sources  of  this  income  are  the  motor  vehicle  fuel 
taxes,  registration  and  weight  fees  and  vehicle 
license  fees.  During  the  1979-80  fiscal  year,  $2.0 
billion  will  be  derived  from  the  ownership  or 
operation  of  motor  vehicles.  Approximately  $1,- 
041  million  of  this  revenue  will  be  returned  to 
local  governments.  The  remainder  will  be  avail- 
able for  various  state  programs  related  to  trans- 
portation and  services  to  vehicle  owners. 

Thirty  percent  of  cigarette  tax  revenue  is  de- 
posited in  a  special  fund  for  distribution  to  cities 
and  counties.  In  1979-80,  receipts  for  this  fund 
are  estimated  at  $84.4  million. 

Charges  for  special  services  to  industry,  busi- 
ness and  the  professions,  together  with  hunting, 
fishing  and  liquor  licenses  and  other  regulatory 
fees,  will  amount  to  $191.3  million  in  1979-80. 
Rents,  royalties  and  other  miscellaneous  receipts 


are  estimated  to  total  $199.9  million.  Interest 
from  investments  held  for  the  various  special 
funds  is  projected  at  $72.0  million. 

Motor  Vehicle  Fuel  Taxes — $913,000,000 

The  motor  vehicle  fuel  license  tax  and  the  use 
fuel  tax  provide  the  major  sources  of  funds  for 
maintaining,  replacing,  and  constructing  state 
highway  and  transportation  facilities. 

The  motor  vehicle  fuel  license  tax  (gas  tax)  is 
a  tax  on  the  distribution  of  gasoline  and  other 
flammable  liquids  which  are  used  in  propelling 
motor  vehicles,  aircraft,  and  vessels.  Distribu- 
tions of  diesel  fuel,  liquid  petroleum  gas  (LPG), 
and  bunker  oil  are  not  included  under  this  tax. 
The  current  tax  rates  per  gallon  are  as  follows: 

Motor  vehicle  fuel  for  highway  use  1<* 

Motor  vehicle  fuel  for  off-highway  recreational  use 7? 

Aircraft  jet  fuel 2? 

Fuel  used  in  aircraft 7^ 

Fuel  used  in  vessels 7tf 

When  the  motor  vehicle  fuel  license  tax  was 
first  imposed  in  1923,  it  was  limited  to  the  distri- 
bution of  fuels  used  for  motor  vehicles.  In  1969, 
distributions  of  jet  fuel  became  taxable  at  a  rate 
of  2  cents  per  gallon.  In  recent  years,  the  repeal 
of  certain  refund  provisions  has  in  effect  further 
extended  the  tax,  but  revenue  available  for  high- 
way use  has  not  increased.  Since  1965,  refunds 
for  the  distribution  of  fuel  used  in  aircraft  have 
been  limited  to  5  cents  per  gallon.  In  1968,  the 
refund  provision  for  fuel  used  in  vessels  was  re- 
pealed. In  1972,  refunds  for  the  distribution  of 
fuel  in  off-highway  recreational  vehicles  were 
discontinued.  These  revenues  are  transferred, 
however,  to  the  account  which  reflects  the  fuel's 
use;  for  example,  revenues  collected  from  the 
distribution  of  motor  fuel  used  in  aircraft  are 
transferred  to  the  Aeronautics  Account. 

Gasoline  tax  revenues  are  estimated  on  the 
basis  of  average  gasoline  consumption  per  vehi- 
cle and  total  vehicle  registrations.  Consumption 
per  vehicle  in  1977-78  amounted  to  640.26  gal- 
lons and  is  projected  at  641.5  gallons  for  1978- 
79  and  638.0  gallons  for  1979-80.  This  forecast 
assumes  that  the  price  of  gasoline  will  not  sig- 
nificantly impact  on  gasoline  demand,  the  sup- 
ply of  gasoline  will  be  adequate  to  satisfy 
demand  through  the  forecast  period,  and  the 
level  of  new  car  sales  will  be  above  one  million 
in  1979. 

The  use  fuel  tax  is  imposed  on  diesel  fuel, 
liquefied  petroleum  gas,  and  natural  gas  for  use 
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on  state  highways.  This  tax  augments  the  gaso- 
line tax  and  is  used  for  the  construction  and 
maintenance  of  highways.  The  enactment  of  the 
tax  in  1937  was  limited  to  diesel  fuels,  reflecting 
the  increasing  importance  of  diesel-powered  mo- 
tor vehicles.  In  1959  LPG  was  shifted  from  the 
gasoline  tax  to  the  use  fuel  tax.  In  1970  the  use 
fuel  tax  was  extended  to  natural  gas. 

The  current  rates  are  7  cents  per  gallon  of 
motor  vehicle  fuel  (except  for  local  transit  sys- 
tems which  pay  1  cent  per  gallon)  or  per  100 
cubic  feet  of  compressed  natural  gas,  and  6  cents 
per  gallon  of  LPG  or  liquid  natural  gas.  In  addi- 
tion, a  person  may  elect  to  pay  a  flat  rate  fuel  tax 
based  on  vehicle  weight  in  lieu  of  the  tax  on 
LPG. 

Highway  consumption  of  diesel  fuel  is  es- 
timated by  projecting  the  trend  of  past  distribu- 
tions with  adjustments  to  reflect  changes  in  the 
economy.  Diesel  consumption  in  1977-78  in- 
creased 7.8  percent  above  the  1976-77  level  of 
863  million  gallons.  It  is  estimated  that  con- 
sumption will  increase  to  950  million  gallons  in 
1978-79  and  to  990  million  gallons  in  1979-80. 

Revenues  from  motor  vehicle  fuel  taxes  are 
shown  below: 


(In  thousands) 

1977-78 

1978-79 

1979-80 

Actual 

Estimated 

Estimated 

Gasoline 

$784,076 

$818,000 

$843,000 

66,105 

67  500 

70  000 

Totals 

$850,181 

$885,500 

$913,000 

Motor  Vehicle  Fees — $1,107,600,000 

California  has  imposed  motor  vehicle  regis- 
tration and  weight  fees  in  their  present  form 
since  1923.  Originally,  the  Legislature  granted 
permission  to  local  governments  to  license  mo- 
tor vehicles  and  to  charge  a  flat  fee  of  $1.00  per 
vehicle.  In  1913  the  State  assumed  the  task  of 
registering  vehicles  and  instituted  a  registration 
fee  based  on  horsepower.  When  the  state's  high- 
way user  taxes  were  revised  by  the  Vehicle  Act 
of  1923,  registration  fees  for  all  vehicles  were 
established  at  a  flat  rate  and  additional  fees 
based  on  weight  were  imposed  on  commercial 
vehicles. 

Registration  fees  are  levied  on  all  motor  vehi- 
cles, trailers,  semi-trailers  and  certain  types  of 
dollies  if  they  are  driven,  moved,  or  left  standing 
on  a  highway.  In  addition  to  registration  fees, 
commercial  vehicles  pay  fees  which  range  from 
$5  to  $413  based  on  their  unladen  weight.  The 


registration  fee  for  most  motor  vehicles  is  $11; 
since  1975  additional  charges  ranging  from  $50 
to  $300  are  levied  on  vehicles  with  high  com- 
pression engines. 

New  vehicle  sales  (autos,  trucks,  trailers  and 
motorcycles)  in  California  are  estimated  to  total 
1,705,000  units  in  1978.  In  1979  and  1980,  sales 
are  expected  to  reach  1,605,000  and  1,680,000 
units,  respectively. 

Allowing  for  scrappage  and  vehicles  entering 
and  leaving  the  state,  total  fee-paid  registrations 
at  year-end  are  estimated  at  18,1 18,000  for  1978, 
18,678,000  for  1979,  and  19,271,000  for  1980. 
Based  on  these  estimates,  registration  and 
weight  fees  are  expected  to  total  $362.0  million 
in  the  current  year  and  $375.0  million  in  the 
budget  year.  Drivers'  license  fees  and  various 
other  charges  related  to  vehicle  operation  make 
up  the  balance  of  motor  vehicle  fees. 

The  vehicle  license  fee,  established  in  1935,  is 
imposed  for  the  privilege  of  operating  a  vehicle 
on  the  public  highways  of  California.  Prior  to 
the  imposition  of  the  license  fee,  motor  vehicles 
were  taxed  as  personal  property  under  the  prop- 
erty tax.  However,  because  local  administration 
of  the  tax  on  vehicles  proved  inequitable  and 
easy  to  evade,  the  vehicle  license  fee  was  estab- 
lished, and  the  local  property  tax  on  vehicles  was 
repealed.  Although  it  is  a  state  imposed  fee,  the 
revenues  collected,  less  administrative  costs,  and 
a  2.5  percent  transfer  of  the  remaining  revenue 
to  the  motor  vehicle  account,  are  distributed  to 
local  government  on  a  population  basis. 

The  vehicle  license  fee  is  calculated  on  the 
vehicle's  "market  value" — the  manufacturer's 
suggested  base  price,  not  including  options,  ad- 
justed by  a  depreciation  schedule.  For  motor 
vehicles,  the  schedule  is  based  on  a  nine-year 
depreciation  period,  while  for  trailer  coaches  an 
18-year  depreciation  period  is  used.  A  rate  of 
two  percent  is  applied  to  the  market  value  to 
determine  the  fee.  Revenue  from  this  source  is 
therefore  contingent  on  the  number  of  vehicles 
in  the  State,  the  age  distribution  of  those  vehi- 
cles, and  their  original  base  price. 

Total  revenues  from  motor  vehicle  fees  are: 


1977-78 
Actual 
Registration,  weight,  and 

other  fees $390,256 

Vehicle  license  fees 534,155 

Totals $924,411 


(In  thousands) 

1978-79 

Estimated 

$400,700 
600,000 


1979-80 
Estimated 

$422,600 
685,000 


$1,000,700        $1,107,600 
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Other  Special  Fund  Revenue — $463,135,000  General  Fund  and  royalties  from  oil  and  gas 

production  on  state-owned  land. 
For  the  most  part,  nontax  revenue  flowing  to  For  the  budget  year,  these  revenues  will  total 

special  funds  represents  regulatory  fees  on  busi-  $463  million  compared  with  $454  million  in  the 
ness  and  professions,  charges  for  special  services  current  year.  Actual  receipts  in  1977-78  were 
to  designated  groups,  special  accounts  in  the         $393.6  million. 
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TABLE  9 
OUTLINE  OF  STATE  TAX  SYSTEM  AS  OF  JANUARY  1,  1979 


Reference 


Major  Taxes  and  Fees  Code 

Alcoholic  Beverage  Excises: 

Beer R&T  (1) 

Distilled  spirits R&T 

Wine: 

Dry  R&T 

Sweet R&T 

Sparkling R&T 

Sparkling  hard  cider R&T 

Bank  and  Corporation: 

General  corporations R&T 

Banks  and  financial  corporations  R&T 

Cigarette R&T 

Energy  Resources  Surcharge  R&T 

Gift  R&T 

Horse  Racing  License B  &  P  (7) 

Inheritance R&T 

Insurance  R&T 

Liquor  License  Fees  B  &  P 

Motor  Vehicle: 

Vehicle  license  fees  R&T 

Fuel — gasoline R&T 

Fuel— diesel  R&T 

Registration  fee  Vehicle 

Weight  fees Vehicle 

Personal  Income  R&T 

Preference  Income: 

Bank  and  corporation R&T 

Personal R&T 


Private  (Railroad)  Car R&T 

Retail  Sales  and  Use , R&T 


Sections 


Base  or  Measure 


Rate 


A  dministering 
Agency 


Fund 


32151(a) 
32201(a) 

32151(b) 
32151(c) 
32151(d) 
32151(e) 

23151 

23501 
23183 
30101 

40032 

15201 
19611 
19612 
19614 
19491 
13401 
12202 
23320 


10751 

7351 
8651 
9250 
9400 
17041 

23400 

17062 


11401 

6051 

6201 


Gallon $0.04 

Gallon 2.00 

Gallon 01 

Gallon 02 

Gallon 30 

Gallon 02 

Net  income 9.0%  (3) 

Net  income 13.0%  Max. 

Package $0.10  (5) 

Kilowatt  hours $0.0002  Max. 

Market  value 3-24% 

Amt.  wagered  1.0-7.5% 

Breakage 0-100% 

Market  value 3-24% 

Gross  Premiums  2.35%  (9) 

Type  of  license Various 


Market  value 


2% 


Gallon $0.07 

Gallon 07 

Vehicle  11.00 

Unladen  weight Various 

Taxable  income 1-11% 

Preference   income   over 

$30,000 2.5% 

Preference  income  over 
$4,000  (single),  $8,000 
(joint,  head  of 

household,  or  surviving 

spouse) 0.5-5.5% 

Valuation  (14) 

Receipts   from   sales   or 

lease  of  taxable  items  ....  4.75% 


Equalization  (2) General 

Equalization General 

Equalization General 

Equalization General 

Equalization General 

Equalization General 

Franchise  (4)  General 

Franchise General 

Equalization Cigarette  Tax 

Fund  (6) 

Equalization Energy  Resources 

Surcharge  Fund 

Controller General 

Horse  Racing  Board..      Fair  and  Expo. 

(8),  Wildlife  Res- 
toration and  Gen- 
eral 

Controller General 

Insurance  Dept General 

Alcoholic  Beverage  Alcohol  Bev.  (10) 

Control  Dept and  General 

Motor  Vehicle  Dept  Vehicle  License 
Fee  (11) 

Equalization Fuel  (12) 

Equalization Fuel 

Motor  Vehicle  Dept.  Motor  Veh.  (13) 

Motor  Vehicle  Dept.  Motor  Vehicle 

Franchise General 

Franchise General 


Franchise General 

Equalization General 

Equalization General  and  State 

Transportation 
Fund 


(1)  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  Tax  $200  per  year,  not  applicable  to  banks. 

(4)  Franchise  Tax  Board. 

(5)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(6)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(7)  Business  and  Professions  Code. 

(8)  For  support  of  county  fairs  and  similar  activities. 

(9)  Ocean  marine  insurance  is  taxed  at  the  rate  of  5  percent  of  underwriting  profit  attributable  to  California  business.  A  special  rate  also  applies  to  certain  types 

of  insurance  and  annuities. 

(10)  For  return  to  cities  and  counties. 

(11)  For  payment  of  administrative  costs  and  apportionment  to  counties,  cities  and  school  districts. 

(12)  For  administrative  expense  and  apportionment  to  state,  counties  and  cities  for  highways,  airports  and  small  craft  harbors. 

(13)  For  support  of  State  Department  of  Motor  Vehicles,  California  Highway  Patrol,  state  highways  and  environmental  protection. 

(14)  Average  property  tax  rate  in  the  State  during  preceding  year. 


A-1I0 


SCHEDULES 

Schedules  Page 

Classification  of  Funds  in  the  State  Treasury  B-  1 

2.  Comparative  Statement  of  Revenues B-  2 

3.  Comparative  Statement  of  Expenditures B-  4 

4.  Summary  of  Fund  Condition  by  Funds B-16 

5.  Statement  of  Balances  in  Nongovernmental  Cost  Funds  in  the  Treasury 

and  State  of  California  Accountability B-20 

6.  Comparative  Statement  of  Expenditures  of  Federal  Funds  B-23 

7.  Summary  of  Proposed  Expenditures  by  Method  of  Appropriation B-27 

8.  Comparative  Statement  of  Expenditures  by  the  Budget  Act  and  Ex- 

penditures Required  by  the  Constitution  or  Other  Statutes B-38 

9.  Statement  of  Bonded  Debt B-45 


CLASSIFICATION  OF  FUNDS  IN  THE  STATE  TREASURY 

Revenues  and  expenditures  in  the  program  budget  and  the  summary  schedules  reflect  the  activities  of  many 
separate  funds.  Schedules  4  and  5  provide  a  complete  list  of  these  funds.  The  Index  lists  those  funds  for  which 
Fund  Conditions  are  included  in  the  budget  and  references  the  page  number.  General  Fund  and  Special  Fund 
expenditures  represent  the  cost  of  government  and  are  included  in  budget  totals;  and  along  with  selected  Bond 
Funds,  are  included  in  the  overall  expenditure  totals. 

GENERAL  FUND — Used  to  account  for  all  revenues  and  activities  financed  therefrom  which  are  not  required 
by  law  to  be  accounted  by  any  other  fund.  Most  state  expenditures  are  financed  from  the  General  Fund. 
Normally,  the  only  difference  between  the  General  Fund  and  the  other  governmental  cost  funds  is  the 
restriction  placed  on  the  use  of  revenues  of  the  other  governmental  cost  funds. 
SPECIAL  FUNDS — Consists  of  governmental  cost  funds  used  to  account  for  taxes  and  revenues  which  are 
restricted  by  law  for  particular  functions  or  activities  of  government.  The  funds  included  in  these 
classifications  are  primarily  for  the  regulation  of  businesses,  professions  and  vocations;  transportation;  law 
enforcement  and  capital  outlay. 
General  Fund  Special  Accounts — Legislatively  created  accounts  or  dedicated  revenues  within  the  General 

Fund.  Moneys  credited  to  such  accounts  may  be  used  only  for  the  purposes  specified  in  the  legislation. 

As  a  result  of  Chapter  942,  Statutes  of  1977,  these  special  accounts  are  treated  as  special  funds  and 

revenues  and  expenditures  are  included  in  the  special  funds  totals  in  the  summary  schedules  of  the  budget. 

They  are  therefore  excluded  from  the  General  Fund  Unrestricted  revenues,  expenditures,  reserves  and 

balance  available. 
OTHER  FUNDS — See  Schedule  5  for  a  list  of  funds  which  do  not  represent  a  cost  of  government. 
Expenditures  from  these  funds  are  not  included  in  the  budget  totals.  They  consist  of  moneys  which  were 
derived  from  sources  other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  Included  are 
receipts  from  the  Federal  Government,  funds  created  for  accounting  purposes,  receipts  from  sale  of  lands, 
or  moneys  held  in  trust.  These  funds  are  segregated  into  the  following  classifications: 
Working  Capital  and  Revolving  Funds — Funds  created  to  finance  internal  service  activities  rendered  by  a 

state  agency  to  other  state  agencies  or  to  local  governments  for  which  charges  are  made  at  cost.  The 

charges  are  reflected  as  expenditures  in  the  budget  of  the  agency  receiving  the  commodity  or  service. 
Public  Service  Enterprise  Funds — Self-supporting  activities  operated  by  the  State  for  the  benefit  of  the 

public.  Funds  are  derived  from  charges  to  those  who  use  the  service  and  no  support  is  derived  from  taxes, 

licenses  or  other  state  revenues. 
Bond  Funds — Used  to  account  for  the  receipt  and  disbursement  of  proceeds  from  the  sale  of  bonds  and  to 

finance  projects  for  which  the  bonds  were  authorized.  Expenditures  are  considered  a  cost  of  government 

at  the  time  interest  payments  are  made  and  as  the  bonds  are  redeemed. 
Retirement  Funds — Moneys  held  in  trust  by  the  State  for  retirement  benefit  payments. 
Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disbursements  to  trustors,  moneys 

received  from  the  Federal  Government  to  be  expended  for  specific  purposes,  and  other  funds  which  do 

not  derive  their  sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory  funds  created 

for  the  convenience  of  accounting  receipts  or  disbursements  which  are  not  necessarily  revenues  or 

expenditures. 
SELECTED  BOND  FUNDS— Included  in  the  overall  expenditure  totals  of  Schedules  1,  3  and  7  for  budget 
purposes  are  expenditures  from  the  following  funds: 

Health  Science  Facilities  Construction  Program  Fund. 

Recreation  and  Fish  and  Wildlife  Enhancement  Fund. 

State  Beach,  Park,  Recreational  and  Historical  Facilities  Fund  (of  1964). 

State  Beach,  Park,  Recreational  and  Historical  Facilities  Fund  (of  1974). 

State  Clean  Water  (Bond)  Fund. 

State  Construction  Program  Fund. 

California  Safe  Drinking  Water  Fund. 

State,  Urban,  and  Coastal  Park  Fund  (Bond  Act  of  1976). 

California  Coastal  Conservancy 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1977-78,  1978-79,  AND  1979-80 

Stare  Operations 
LEGISLATIVE/JUDICIAL/EXECUTIVE 

Executive:  Actual  1977-78  Estimated  1978-79  Estimated  1979-80 

Secretary  for  Business  and  Transportation  5203,154  5250,702  5100,000 

Office  for  Citizen  Initiative  and  Voluntary  Action -  25!oOO 

Southwest  Border  Regional  Commission -  138,180  145J80 

Office  of  Planning  and  Research 1,096,372  1, 177^032  75o]oOO 

Office  of  Emergency  Services 1,626,924  2,122,724  2.09K914 

Lieutenant  Governor 185,709  19,597  '     _ 

Department  of  Justice 444,942  2,811,140  2,117,734 

Totals,  Executive 53,557,101  56,519,375  55,229,828 

TOTALS,  LEGISLATIVE/JUDICIAL/EXECUTIVE  53,557,101  56,519,375  55,229,828 

STATE  AND  CONSUMER  SERVICES 

State  Fire  Marshal  526,479  512,500  55,000 

Department  of  General  Services 90,971  100,000  10o!o00 

Intergovernmental  Personnel  Act  Advisory  Council  591,102  673,800  68o]306 

State  Personnel  Board 368,673  107^558  24^488 

Department  of  Veterans  Affairs: 

Veterans'  Home  of  California  5,099,300  5,069,075  5,110,863 

TOTALS,  STATE  AND  CONSUMER  SERVICES 56,176,525  55,962,933  55,920,657 

BUSINESS  AND  TRANSPORTATION 
Business: 

Department  of  Economic  and  Business  Development  595,600  5172,509  5161,297 

Department  of  Housing  and  Community  Development 301,281  372,946  301,271 

Totals,  Business 5396,881  5545,455  5462,568 

Transportation: 

Department  of  Transportation: 

Transportation  Planning  Program 5340,842  5125,000 

Mass  Transportation  Program 237,059  923,105  51,681.980 

Highway  Transportation 11,077,693  10,155,000  56]50o|oOO 

General  Support  141,007 

Totals,  Department  of  Transportation 511,796,601  511,203,105  $58,181,980 

Office  of  Traffic  Safety $1,079,046  51,660,804  $1,720,840 

Department  of  California  Highway  Patrol 1,650,468  537,693  1, 470^489 

Department  of  Motor  Vehicles 398,600  869,852  343^  178 

Traffic  Adjudication  Board  -  387,482  1, 000^534 

Totals,  Transportation  $14,924,715  $14,658,936  $62,717,021 

TOTALS,  BUSINESS  AND  TRANSPORTATION $15,321,596  $15,204,39"!  $63,179,589 

RESOURCES 

California  Conservation  Corps -  $5,834,100  56,015,981 

State  Energy  Resources  Conservation  and  Development  Commission..  52,923,995  4,707,090  5,346,892 

Solid  Waste  Management  Board 443,475  2,715,118  2i219!500 

Air  Resources  Board 2,028,220  1,855,307  U597*506 

Department  of  Conservation 134,475  728,272  572^98 

Department  of  Forestry 1,537,493  2,857,344  1, 882J25 

State  Lands  Division -  103,884  75^000 

Department  of  Fish  and  Game 6,954,985  7,809,770  8,394^881 

Wildlife  Conservation  Board v 80,770 

Department  of  Boating  and  Waterways 516,759  250,000  250,000 

California  Coastal  Commission 1,406,590  2,575,829  3,05o!oOO 

Department  of  Parks  and  Recreation 1,644,552  1,691,592  1,781,715 

San  Francisco  Bay  Conservation  and  Development  Commission 156,332  526,905  310,000 

Department  of  Water  Resources 4,488,785  3,184,400  3,389,300 

State  Water  Resources  Control  Board 9,510,221  11,853,223  11,207,862 

TOTALS,  RESOURCES $31,826,652  $46,692,834  546,093,060 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1977-78,  1978-79,  AND  1979-80— Continued 

HEALTH  AND  WELFARE  Actual  1977-78                 Estimated  1978-79              Estimated  1979-80 

State  Council  on  Developmental  Disabilities -  -  $2,296,014 

Office  of  Statewide  Health  Planning  and  Development -  $2,687,669  2,716.707 

Department  of  Aging $49,249,851  77,445,296  90.864,943 

Department  of  Alcohol  and  Drug  Abuse 1,245,034  2,759,470  2,403,465 

Department  of  Health: 

General  Activities 71,868,405 

Special  Projects 37,445,214 

Totals,  Department  of  Health $109,313,619 

Department  of  Health  Services -  $86,835,450  $103,839,144 

Department  of  Developmental  Services: 

General  Activities -  764.195  7b4.195 

Department  of  Menial  Health: 

General  Activities  -  1.450.769  1,110,536 

Empioymeni  Development  Department $1,768,791,260  1.675.977,344  1,606,252.557 

Department  of  Rehabilitation  81,002,836  90,723,094  95,738,175 

Department  of  Social  Services 12,679,994  56,921,281  52,679,189 

Department  of  Corrections  255,278  108,777  91,777 

Department  of  the  Youth  Authority  479,028  546,932  532,809 

TOTALS,  HEALTH  AND  WELFARE $2,023,016,9:Q5  $1,996,220,277  $1,959,289,511 

EDUCATION 

Education — K.  thru  12: 
Department  of  Education: 

General  Activities $25,683,408  $27,560,878  $27,382,580 

Division  of  Libraries 872,600  854,141                     898,930 

Totals.  Department  of  Education $26,556,008  $28,415,019  $28,281,510 

Advisory  Council  on  Vocational  Education $187,805  $167,642  $177,085 

Commission  for  Teacher  Preparation  and  Licensing  578,697  410,000  170,000 

Totals,  Education— K  thru  12 $27,322,510  $28,992,661  $28,628,595 

Higher  Education: 

Postsecondary  Education  Commission $1,056,615  $1,692,963  $1,679,021 

University  of  California  973,957,247  992,073,59!  1,011,275,591 

Hastings  College  of  Law  938,212  897,170  897,170 

California  State  University  and  Colleges 75,057,843  77,210,850  83,993,128 

California  Maritime  Academy 672,689  507,152  517,679 

Student  Aid  Commission 10,040,343  10,266,372  12,399,900 

Totals.  Higher  Education $1,061,722,949  $1,082,648,098  $1,110,762,489 

TOTALS,  EDUCATION $1,089,045,459  $1,111,640,759  $1,139,391,085 

GENERAL  GOVERNMENT 

General  Administration:  - 

Department  of  Food  and  Agriculture $687,809  $2,609,119  $2,514,206 

Department  of  Industrial  Relations  11,003,400  13,764,729  13,190,409 

California  Arts  Council  716,235  642,589  1,156,400 

Military  Department 119.538,400  126.030,155  128,351,853 

Public  Utilities  Commission 83,494  60,544  135,218 

Office  of  Criminal  Justice  Planning  15.997,450  16.110,696  11,606,123 

Administration  and  Payment  of  Tort  Liability  Claims  3,898 

Totals.  General  Administration $148,030,686         ,  $159,217,832  $156,954,209 

Miscellaneous: 

Legislative  Claims $22,289  $36,515  - 

TOTALS.  GENERAL  GOVERNMENT $148.052.975  $159,254,347  $156,954,209 

TOTALS,  STATE  OPERATIONS $3,316.997,20l  $3,341,494,916  $3,376,057,938 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1977-78,  1978-79,  AND  1979-80—  Continued 

Capital  Outlav 

STATE  AND  CONSUMER  AND  SERVICES                                              Actual  1977-78  Estimated  1978-79              Estimated  1979-80 

Department  of  General  Services $266,878                             $5,282,774        , 

BUSINESS  AND  TRANSPORTATION 

Transportation: 

Department  of  Transportation: 

Highway  Transportation $31 1,949,377                         $489,028,196                         $343,655,000 

RESOURCES 

State  Lands  Division $1,116,357 

Department  of  Fish  and  Game -                             $2,640,400 

Wildlife  Conservation  Board 1,253,743 

Department  of  Parks  and  Recreation 2,704,121                                5,570,028                                $590,000 

Division  of  Exposition  and  State  Fair  30,536                               2,450,325 

Department  of  Water  Resources 19,229                                             -                                             - 

TOTALS,  RESOURCES $5,123,986                           $10,660,753                                $590,000 

HEALTH  AND  WELFARE 

Department  of  Health $363,432 

Department  of  Developmental  Services -                             $2,750,371                                             - 

Department  of  Mental  Health 76,118 

Employment  Development  Department 308,887                               2,375,616                            —$456,035 

Department  of  Rehabilitation  274,700                                  211,395 

Department  of  Social  Services 17,511                                     77,688 

Department  of  Corrections  1,170,812                               3,920,503 

Department  of  the  Youth  Authority  4,919,818                                  818,482 

TOTALS,  HEALTH  AND  WELFARE $6,780,460                           $10,293,478                            -$244,640 

EDUCATION 

Higher  Education: 

University  of  California  $16,130,196                           $17,244,000                             $3,174,000 

Hastings  College  of  Law  417,474                               3,832,526 

California  State  University  and  Colleges 1,928,929                               2,293,858 

California  Maritime  Academy 62,000                                  405,400 

Board  of  Governors  of  the  California  Community  Colleges 509,000                                             - 

Totals,  Higher  Education $19,047,599                           $23,775,784                             $3,174,000 

TOTALS,  EDUCATION $19,047,599                           $23,775,784                             $3,174,000 

GENERAL  GOVERNMENT 
General  Administration: 

Military  Department $9,385,965                           $13,345,140                             $1,989,000 

TOTALS,  CAPITAL  OUTLAY $352,554,265                         $552,386, 125                         $349,163,360 

Local  Assistance 
LEGISLATIVE/JUDICIAL/EXECUTIVE 
Executive: 

Office  of  Planning  and  Research $3,343,346                             $2,586,500                             $2,500,000 

Office  of  Emergency  Services 38,913,329                             22,625,734                             22,499,694 

Totals,  Executive $42,256,675                           $25,212,234                           $24,999,694 

TOTALS,  LEGISLATIVE/JUDICIAL/EXECUTIVE  S42.256.67l                           $25,212,234                           $24,999,691 

STATE  AND  CONSUMER  SERVICES 

Intergovernmental  Personnel  Act  Advisory  Council  $804,252                                $889,200                                $883,694 

BUSINESS  AND  TRANSPORTATION 
Business: 

Department  of  Economic  and  Business  Development  $168,106                             $2,571,732                             $2,571,732 

Department  of  Housing  and  Community  Development 1,515,605                               4,812,159                               4,696,750 

Totals,  Business $1,683,711                              $7,383,891                             $7,268,482 

Transportation: 

Department  of  Transportation: 

Transportation  Planning  Program $5,376,210                             $5,300,000                             $5,472,432 

Mass  Transportation  Program 183,276                                                                                           - 

Highway  Transportation 150,289.912                            176,802,145                           260,245,000 

Totals,  Department  of  Transportation $155,849,398                        $182,102,145                       $265,717,432 

Office  of  Traffic  Safety 10,120,507                               9,592,600                             10,551,860 

Totals,  Transportation  $165,969,905                         $191,694,745                         $276,269,292 

TOTALS,  BUSINESS  AND  TRANSPORTATION $167,653,616                         $199,078,636                        $283,537,774 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1977-78,  1978-79,  AND  1979-80—  Continued 

RESOURCES  Actual  1977-78  Estimated  1978-79             Estimated  1979-80 

California  Coastal  Commission $330,000  $3,165,021  $1,345,000 

Department  of  Parks  and  Recreation 9,780,194  22,739,847  19,397,550 

Totals,  Resources $10,110,194  $25,904,868  $20,742,550 

HEALTH  AND  WELFARE 

Department  of  Alcohol  and  Drug  Abuse: 

Alcoholism  Program $4,530,819  $5,175,557  $4,958,096 

Narcotics  and  Drug  Abuse  Program  '. -  14,882,156  16,319,326 

Totals.  Department  of  Alcohol  and  Drug  Abuse $4,530,819  $20,057,713  $21,277,422 

Department  of  Health $1,575,432,375 

Department  of  Health  Services: 

Medical  Assistance  Program _  $1,494,535,352  $1,642,926,271 

Price  and  Provider  Rate  Increase _  -  47,265,722 

Public  Health  Services  for  Local  Agencies  -  22,941,386  16J7L617 

Crippled  Children  Services _  4,704,700  4,704,700 

Totals.  Department  of  Health  Services -  $1,522,181,438  $1,711,668,310 

Department  of  Developmental  Services: 

Developmental  Disabilities  Program -  $735,093 

Department  of  Social  Services: 

AFDC  Grants $893,580,622  $898,081,000  $996,894,200 

Special  Adult  Programs _  _  35,000 

Special  Social  Service  Programs  _  297,629,964  322,302^904 

Special  Programs 47.561.139  5,468,415 

County  Administration 183,855,550  192,769,900  213,637,353 

Totals,  Department  of  Social  Services  $1,124,997,311  $1,393,949,279  $1,532,869,457 

TOTALS.  HEALTH  AND  WELFARE $2,704,960,505  $2,936,923,523  $3,265,81 5, 189 

EDUCATION 

Education — K.  thru  12: 
Department  of  Education: 

Educationally  Deprived  Children  _  _  $215,122,833 

Educationally  Disadvantaged  Youth  Program  $164,785,689  $200,039,103 

Migrant  Education  31,373.377  36,645,181  39,276,894 

Educational  Improvement  for  the  Handicapped 19,097.030  52,478,777  77,927,000 

Development  Centers  for  the  Handicapped -  1,073,000  1,073,000 

Vocational  Education 43.967.139  51,213,127  55,355,751 

Child  Development 457,000  457,000  457,000 

Instructional  Support— Federal 26.054,491  36,882.926  37,224.517 

Child  Nutrition 255,399.791  247,941,586  282,939.516 

Assistance  to  Public  Libraries 3,612,850  4,211,362  4,442,547 

Totals,  Department  of  Education  $544,747,367  $630,942,062  $713,819,058 

Totals,  Education— K  thru  12 _ $544,747,367  $630,942,062  $713,819,031 

TOTALS.  EDUCATION S544.747.367  $630,942,062  $713,819,051 

GENERAL  GOVERNMENT 
General  Administration: 

Financial  Assistance  to  Local  Fairs  _  $120,000 

Office  of  Criminal  Justice  Planning  $48,952,156  48,220^692  $31,801,857 

Totals.  General  Administration $48,952,156  $48,340,692  $31,801,857 

Shared  Revenues: 

Federal  Receipts  From  Flood  Control  Lands $253,545  $254,000  $254,000 

Federal  Receipts  From  Forest  Reserves 47,865,980  50,000,000  53,000,000 

Federal  Receipts  From  Grazing  Land 175.739  200,000  225.000 

Federal  Potash  Lease  Rentals  for  General  Government  1.740,617  1,800,000  1.900,000 

Totals.  Shared  Revenues S50.035.881  S52,254,000  $55,379,000 

TOTALS.  GENERAL  GOVERNMENT $98,988,037  $100,594,692  $87,180,857 

TOTALS.  LOCAL  ASSISTANCE $3.569,520.646  S3.919.545.2?5  $4,396,978,8=16 

TOTAL  '• $7,239,072,119  $7,813,426,256  $8,122,200,114 
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